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Long Experience 
asa 
| Massachusetts Fiduciary 


[NDIvipuals and corporations who require the ser- 
vices of a long established fiduciary institution in 
Massachusetts are cordially invited to correspond with 
the President or other officers of this Company. 
Settling Estates and managing property in Trust, either 
real or personal, is our principal and specialized business. 
In the many years of our experience we have settled 
hundreds of Estates, many of which were large and com- 
plicated, and have met and solved practically every type 
of Trust problem that may arise. 
Charles E. Rogerson, President 


We also act as Cor- 


porate Trustee, Trans- 
't"xeu'e'ac! BOSTON SAFE DEPOSIT 
isbursement 0 ivi- 
sein tasers! ANT) TRUST COMPANY 
Saeco 100 Franxuin Street 

¢ Arcu and Devonsuire Streets 


117 YEARS OF COMMERCIAL BANKING 


This is What We Mean 
by New Business Assistance: 


N October a Kentucky banker, not previ- 

ously known to us, walked in and asked 

us to help him obtain a new chain store ac- 

count in his city. Within twenty minutes, through a 

phone conversation, we were able to assure him defi- 
nitely that he would receive the account. 


Later, at his request, we were able to help him obtain 
desirable automobile and women’s wear accounts. 





This result, of course, is not invariably attained, but 
the effort is always made—often with the result out- 
lined above. 
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Main Office: 149 Broadway, New York City 
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| =n automobiles, farm 
machinery, grain, coal, copper—this 
institution is playing an ever increas- 
ing part in the development of foreign 
and domestic commerce. 


ESTABLISHED 1812 


She BANK of AMERICA 


NATIONAL ASSOCIATION 


NEW YORK. 
CAPITAL FUNDS OVER 70 MILLION DOLLARS 


—this book stands alone——“ a thorough and 
systematic treatise in a field as yet virtually un- 
touched.”—American Banker. 


it will tell you how 
the Par Clearance System 
affects your bank 


—-whether you charge exchange or remit at par. If you 
charge exchange, the system is taking away some of your 
profits by driving your customers to par remitting banks. 
It you remit at par, the exchange-charging banks are 
taking an unfair advantage of you, by charging exchange 
on their own checks, and collecting yours at par. Do 
you know how the par clearance system originated? Do 
you know the economic saving it has accomplished? Do 
you know how widespread it is? You need all these facts 
to make a rational decision whether your bank shall con- 
tinue its present policy or change. You will find them in 


The Clearing and Collection of Checks 


By WALTER E. SPAHR 


You can order this book on 5 days’ approval from the 
$7.50 Bankers Publishing Co., 71 Murray St., N. Y. $7.50 
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HOULD a Bank InvEst 1n Bonps?” is the subject of an 
article by Dr. Grorce W. Epwakrps, economist of Stone & 
Webster and Blodget, New York, to appear in the OcTOBER 
issue. Dr. Edwards’ article will seek to answer the follow- 

ing questions of policy confronting the commercial bank: is it 
profitable for a commercial bank to invest in bonds; to what extent 
should a commercial bank invest in bonds; what kind of bonds 
should be bought; when should bonds be bought; what should be the 
general investment policy of commercial banks. “Whatever may 
be the purely theoretic views as to whether or not banks should place 
their earning assets in bonds, instead of commercial paper” says Dr. 
Edwards, “they are faced with the coldly practical fact that they 
have no other choice. This situation exists because there is no longer 
sufficient sound commercial paper available to absorb the assets of 
banks. Commercial paper in the form of promissory notes, which 
in past years were widely used to finance the apparent needs of large 
business enterprises, has now virtually disappeared. In fact most 
of the leading note brokerage houses are now selling investment 
securities. Commercial paper in the form of acceptances, although 
possessing a high degree of safety and liquidity, has never developed 
extensively in this country.” 


In An ArticLE “WHEN WILL THE FarMER MERGE?” by Dr. 
Rosert Stewart, Dean of the College of Agriculture, University 
of Nevada, to appear in the OcToBER issue, the author says: “The 
farmers’ operative plant is still connected with the farm home just 
as home and manufacturing were inseparable in the days of the 
guild, before the advent of the modern factory. Six and one-half 
million isolated farm units are operating alone in this day of large 
mergers in other lines of industry. The American farm is thus a 
small sized operative unit. Over 60 per cent., or 4,259,383 farms 
are less than 100 acres in size with a capital investment of only 
$4161. How can such a small manufacturing plant hope to succeed 
under modern conditions as a going business concern? Is not the 
small sized productive unit one of the most important causes of the 
farm problem as it exists today?’ Dr. Stewart tells in this article 
how the banks are co-operating in an effort to work toward a 
solution of this difficult problem. 


In AN ARTICLE “Making CuEeckine Accounts Pay,” to appear 
in the OcroBEeR issue, Eart S. Crawrorp, Vice-President of the 
Industrial Trust Company, Providence, Rhode Island, says: “To 


{Continued on page xIv} 
x! 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities for transacting 
banking business of every description. Together with its affilia- 
tions it operates over 2450 branches in Great Britain and Northern 
Ireland and, in addition to offices in the Atlantic Liners Aguttania, 
Berengaria and Mauretania, has agents and correspondents in all 
parts of the world. The offices of the Bank in Poultry, London, 
E.C. 2 and at 196 Piccadilly, London, W.1 are specially equipped 
for the use and convenience of visitors in London. 


OVERSEAS BRANCH : I22 OLD BROAD STREET, LONDON, E.C. 2. 


MIDLAND BANK 


LIMITED 
HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C. > 











GLYN, MILLS & Co. 


(Established 1753.) Registered with unlimited liability 1885. 
incorporating 


Child & Co. — and — Holt & Co. 
(Established before 1600) (Established 1809) 


BANKERS 
Army and Air Force Agents Navy and Prize Agents 


Managing Partners 
LORD WOLVERTON LAURENCE CURRIE LORD HILLINGDON 
a The Hon. Sir H. A. LAWRENCE, K.C.B 
rigadier-General A. MAXWELL. C.B., C M.G., D.S S.O. 
ERIC GORE BROWNE, D.S.O FREDERICK WILLIAM FANE 
MARTIN DRUMMOND VESEY HOLT 
Head Office: 67, LOMBARD STREET, LONDON, E. C. 3 
Childs Branch: |, FLEET STREET, LONDON, E. C. 4 


Holts Branch: 3 & 4, WHITEHALL PLACE, LONDON, S. W. | 
The Bank, which is represented by Agents and Correspondents in all the principal 


Cities and Towns of the United Kingdom and throughout the World, conducts 
every description of Banking business, both British and Foreign. 


Letters of Credit issued. Home and Foreign Credits established. 
Executorships and Trusteeships undertaken. 
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Newfoundland " om 


West Indies 
CREDIT CHECKINGS 


In connection with the extensive Collection Departments 
which we maintain at our West Indies Branches, we have a 
comprehensive file of credit information that is available to 


our correspondents. Branches are operated in the West 
Indies as follows : 


Cuba—Havana and 4 other principal cities. 

Porto Rico—San Juan and Fajardo. 

Dominican Republic—Santo Domingo, San Pedro de 
Macoris, Santiago de los Caballeros. 

Jamaica—Kingston and eleven other points. 


Enquiries should be addressed to the principal offices mentioned 
above or to our New York Agency, 49 Wall Street. 


BANK OF NOVA SCOTIA 


ESTABLISHED 1832 
Capital . , , ’ : $10,000,000 
Reserve Fund ; : ' 20,000,000 
Total Assets over . : : 275,000,000 


New York Agency: 49 Wall Street 
P. W. Murphy, F. W. Murray, Agents 
Branches also at Boston and Chicago 
London, Eng., Branch— 
108 Old Broad Street, E. C. 2 
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ask for a minimum initial deposit when the depositor opens a check- 
ing account is more or less futile, because if the prospective de- 
positor does not have the required amount, he will borrow enough 
to make up the deficiency, paying for this temporary loan with his 
first check. Other banks charge a flat rate of 50 cents to a dollar or 
more, when average or daily balances drop below a certain amount. 
Another method is to calculate a fee, based on the average balances 
of the month and the activity of the account. This demands a 
certain amount of calculation, and at the same time it is not always 
accurate. Further, it is often more or less unexplainable to the 
depositor’s satisfaction when he raises a question concerning the fee. 
That the minimum flat rate service charge is a fair and efficient solu- 
tion of the problem is generally agreed upon. Experience has 
shown that a 50 cent monthly charge is insufficient, and the waiving 
of the service charge due to the association of the chargeable account, 
directly or indirectly, with one of paying proportions is also ques- 
tionable, as it leads to countless exemptions and dissatisfaction. 
This is readily comprehended when John Smith who carries a $70 
account, discovers that Bill Jones, his neighbor, with a $20 account 
is exempted, because Jones’ wife has an uncle carrying a balance 
of $10,000.” 


“Wauat Do Your Customers Tu1nk oF You?’ is the title of an 
article by RateicgH E. Ross, well known advertising writer of 
Chicago, to appear in the OcToBER issue. Mr. Ross says: 

“OF COURSE every bank or investment house gets a few reactions 
from customers each year, but these are often regarding relatively 
unimportant transactions rather than concerning the broader ques- 
tions of policy and service. A sensitive depositor may close his 
account because he fancies a teller has been gruff with him; or a 
customer may take occasion to compliment his bank on the courtesy 
and prompt service of a certain teller. Such incidents are more or 
less isolated. They concern individual transactions rather than 
policies. A long established investment house in Chicago which sells 
real estate bonds exclusively, recently conducted a prize contest to 
‘get a rise’ out of its clientele. Two hundred and thirty-six in- 
vestors accepted the invitation to take their pens in hand and enter 
the contest. Letters came from all parts of the United States and 
from Canada and Mexico.” Mr. Ross will tell in his article what 
the investment house in question learned from these letters concern- 
ing the opinions of a cross section of its customers. 
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Editorial Comment 
PRESERVING THE NATIONAL BANKING SYSTEM 


proposing the establishment of the 

National Banking System to furnish 
the country with a safe and convenient 
system of banking and to provide a 
sound and uniform national currency. 
That this aim was measurably accom- 
plished the history of the system for 
the last sixty-six years amply proves. 
True enough, there have been numerous 
failures of national banks in this long 
stretch of time, but when the vast 
amount of business the national banks 
have handled is taken into account, it 
will be found that the actual losses to 
depositors and stockholders have been 
relatively small. And while the na- 
tional bank notes were in some respects 
defective, they were a great improve- 
ment over Government paper money and 
were superior to most of the state bank 
notes which they superseded. 

It is no exaggeration, however, to 
state that at the present time the con- 
tinued existence of the National Bank- 
ing System is threatened. In the report 
of a former Comptroller of the Currency 
it was declared that, in the absence of 
fresh legislation that would place the 
national banks more on an equality 
with the state banks in certain respects, 
the national banks were doomed. The 
present Comptroller of the Currency, 
i a recent address, pointed out that 
within a period ot six months seventy- 
nine national banks with aggregate re- 
sources of two and three-quarter billions 
have passed over under state jurisdic- 


tions. In: this same address the Comp- 
troller said: 


[: was the aim of Secretary Chase in 


“As between two systems of banks, 
capital will flow more freely into the 


one which yields the larger returns in 
dividends. If the advantage in this 
respect be fundamental and permanent, 
the system of banks thus favored will 
be the one which will survive.” 


To the statement first quoted above 
the Comptroller added: “It is quite 
evident that it is being found more 
advantageous to carry on the business of 
banking under trust company charters.” 

The question naturally arises as to 
whether or not this movement of capital 
away from the one system to another 
is something to be deplored or regarded 
with approval. 

If the banking systems of all the 
forty-eight states were in all respects as 
good as the national system, there would 
be less difficulty in answering this ques- 
tion. As a matter of fact, some of the 
state systems are quite as good as the 
national system, but in many states 
this is not true. Generally speaking, the 
national banks have made the better 
record. It may be said, therefore, with- 
out any disparagement of the state 
systems, that until they are all brought 
up to a higher level there is, on the 
score of safety, a solid reason for main- 
taining the National Banking System. 

On other grounds the situation is less 
clear. Some of the functions which 
made the national banks really national 
have either disappeared altogether or 
are in the course of extinction. The 
first of these, and of major importance, 
was the right of banks in the reserve 
and central reserve cities to carry the 
reserves of other national banks. This 
function has now been taken over by 
the Federal Reserve banks. The note- 
issuing function of the national banks 
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is in the process of absorption by the 
Federal Reserve banks, which already 
issue the bulk of the paper circulation 
of the country. It is true that a part 
of the profit of these functions still 
inures to the national banks as members 
of the Federal Reserve System, though 
this profit is not so great as formerly 
when the functions named were exer- 
cised directly by the national banks 
themselves instead of indirectly as now 
through the Federal Reserve banks. 

No doubt, also, the advantages to the 
business community, and perhaps to the 
national banks themselves, compensate 
for the loss of the functions mentioned. 
The massing of bank reserves, the better 
methods of check collections, and the 
improved character of the note circula- 
tion, are among the solid gains derived 
from the Federal Reserve System. But 
the banks that are going out of the na- 
tional system, and thus freeing them- 
selves of the obligation of compulsory 
membership in the Federal Reserve 
System, refuse to view the matter from 
an altruistic standpoint. Banking capi- 
tal, like capital employed in other busi- 
ness undertakings, looks primarily to 
that form of organization promising the 
greater profit. Or, as the Comptroller 
of the Currency put it: “As between 
two systems of banks, capital will flow 
more freely into the one which yields 
the larger returns in dividends.” 

As the exodus from the National 
Banking System appears to be due to 
the greater opportunity for profit which 
the state systems afford, the problem is 
to extend the privileges and functions 
of the national banks so as to place 
them on an equality with the state 
banks in this respect. This was what 
Congress had in mind when trust com- 
pany powers were conferred on the 
national banks by the Federal Reserve 
Act, and when limited branch banking 
privileges were granted certain national 
banks in the McFadden Act. Neither 
of these acts has been effectual in stay- 
ing the flight from the National Bank- 
ing System. 

The profits of the national banks 
have been encroached on by large com- 


pulsory contributions of capital and re- 
serves to the Federal Reserve banks, 
these funds being partly employed in 
maintaining a large and imposing finan- 
cial hierarchy, in the construction of 
numerous costly banking structures, and 
to some extent in active competition 
with member banks supplying the funds. 
Profits from operations of the Federal 
Reserve banks have been largely ab 
sorbed in some of the ways mentioned, 
and by the Federal Treasury. Member 
banks have had but a small share in the 
earnings of the Federal Reserve banks. 
It has been proclaimed from the house 
tops that the latter institutions were not 
organized for profit, but when they 
have made a profit it should go in largest 
measure to those institutions contribut- 
ing the funds for the functioning of the 
Federal Reserve banks. In other words, 
to the national banks. 

As a first practical step in preserving 
the National Banking System, Congress 
might legislate in the manner indicated: 


1. Reduce the number of Federal 
Reserve banks to four, to be located at 
New York, Chicago, San Francisco and 
New Orleans. 

2. Abolish the Federal Reserve Board. 

3. Reduce the number of officials of 
the Federal Reserve banks. 

4. Restore to banks of sufficient 
capital in a limited number of reserve 
cities the right to carry a part of the 
reserves of other national banks, and 
also the right to issue circulation based 
on their general assets. 

5. Make a fair division of the profits 
accruing from the operations of the Fed 
eral Reserve banks. 


BRANCH BANKS OR UNIT BANKS 
(CT stitely at its regular session 


is likely to see a renewed contest 
between the supporters of na 


tion-wide branch banking and those who 
believe in the maintenance of unit banks. 
Careful observers understood that the 
McFadden Act, widely advertised as a 
measure designed to curb the extension 
of branch banking, was in fact intended 
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to accomplish exactly the opposite. This 
was done by granting limited branch 
privileges to the national banks. Still, 
the National Banking System languishes, 
and Congress will almost surely be told 
that the remedy needed is more branch 
banks; in other words, nation-wide 
branch banking. 

The merits of branch banking have 
been exhaustively discussed. This type 
of banking prevails generally, except in 
this country. That alone is not a suf- 
ficient reason for its adoption here. It 
is known that a few big banks with 
numerous branches are by no means 
regarded with universal favor, even in 
countries having such a system. 

There are two very marked advantages 
appertaining to the branch system— 
large capital and capable management. 

If unit banking is to survive, we must, 
to the extent possible, bring to its sup- 
port these two outstanding advantages 
of the branch system. 

The minimum capital of the national 
banks—$25,000—is too small. Even if 
it was large enough at the time the re- 
duction from $50,000 to $25,000 was 
made, which is doubtful, it is certainly 
too small now with the great growth of 
the country’s business. 

To strengthen the unit banks Con- 
gress should, with as little delay as 
possible, increase the required minimum 
capital of national banks from $25,000 
to $100,000. It would be expected 
that the states generally would take 
similar action with respect to state 
banks. 

Not only ought the capital of the 
unit banks to be increased, but some 
reasonable ratio of capital to liabilities 
to the public ought to be established by 
law. This is a principle always observed 
by the large and well-managed banks 
but which many others neglect. 

Even of greater importance than ade- 
quate capital equipment is capable man- 
agement of the unit banks. This ele- 
ment has been lacking in too many 
cases, and it must be supplied if the unit 

nks are to survive. How is this to be 
done? Greater care must be exercised 
in the organization of banks. Some 


means must be found to assure that the 
management of a bank is placed in safe 
hands and kept there. It is doubted if 
officia! supervision alone can give such 
assurance. Increasingly the operation 
of banks must be brought under the 
organized scrutiny of the banks them- 
selves, either through bankers’ associa’ 
tions or through the clearing-houses. 
Speaking a short time since before 
the Maryland Bankers Association, the 
Comptroller of the Currency said: 


“If I were asked to pick out a single 
type of institution which has contributed 
most to local community independence 
and thereby to the foundation of our 
national development, I should choose 
the unit bank. . It is the most representa- 
tive of the genius of the American 


people.” 


An institution that has contributed so 
much to our national development, and 
is so representative of the genius of the 
American people, should not be lightly 
sacrificed. 

If the unit bank is to be preserved, 
it must be made safer and more service- 
able. It will be strengthened by greater 
capital and by better management. 
These are remedies within the reach of 
the owners of individual banks. They 
should lose no time in applying them. 


FOREIGN BALANCES IN NEW 
YORK 


IGH rates for call money in New 
York have inevitably attracted 
large foreign balances to this 
market. It becomes, therefore, an in- 
teresting subject of inquiry as to what 
effect might be produced in our money 
market by a sudden withdrawal of these 
balances. Discussing the matter recently, 
a leading Paris banker stated that this 
was a contingency our bankers should 
keep in mind. He pointed out that in 
the past we had experienced difficulty 
from this source, and added that he did 
not see how we could escape it in the 
future. 
In the past our crises have been aggra- 
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vated by the heavy withdrawals of re- 
serve funds from New York and other 
centers by out-of-town banks. Now 
that the reserves have been handed over 
to the Federal Reserve banks, danger 
from this source no longer threatens. 
There are, of course, still large out-of- 
town balances held by the banks in New 
York and other centers for various pur- 
poses, lending on call being one of them. 
With the existing rediscount privilege 
at the Federal Reserve banks, it is now 
much easier to meet demands made on 
the banks at the financial centers than 
it was in the old days. Such demands 
cannot, therefore, occasion the alarm 
which formerly arose from this source. 
Still, heavy demands upon the banks 
at the financial centers are not to be 
looked on with complacency. Suddenly 
to be called on to return large sums of 
money, when the market is already tight, 
would put the banks and their dealers 
in a rather uncomfortable position. 

As the Paris banker pointed out, with- 
drawal of foreign balances from New 
York might occur for various reasons. 
Political disturbances of a serious char- 
acter in almost any part of the world, 
the domestic financial situation of the 
country whose banks have funds here, 
or the failure of a large American bank 
or brokerage house. 

With the fair financial weather with 
which this country has been so long 
favored, and with an economic pros- 
perity that seems to promise unprece- 
dented enduring powers, not much atten- 
tion will be paid to admonitions of the 
above character. The cry of “wolf” 
has been raised so often that it no longer 
terrifies even the lambs of Wall Street. 


A CLEARER INTERNATIONAL 
ATMOSPHERE 


ROMULGATION of the Kellogg 
Peace Pact in this country, the 
ratification of the American debt 
settlement by France, and an approach 
to an understanding on naval parity 
between Great Britain and the United 
States have been recent events tending to 
clear the political atmosphere. For a 


time there was a cloud upon the inter- 
national horizon—the threat of war be- 
tween China and Russia, which soon 
disappeared. 

While these events may be hailed as 
marking the advent of a more peaceful 
state of mind in various quarters of the 
world, much bitterness against this 
country still prevails in Europe on 
account of the prospective increase of 
our tariff duties. As a defense against 
the American tariff, M. Briand, the 
French Prime Minister, proposes to 
form a United States of Europe, which 
shall at first be merely an economic 
union, but with a possibility that it may 
at some time develop into a qualified 
political union. 

It would be greatly to the advantage 
of the European countries if they could 
remove some of the barriers which now 
separate them. They might, in fact, 


gain so much by such a course as to be 
more or less indifferent to American 
tariff legislation. 

Americans who visit Europe in large 


numbers every year would rejoice at 
the disappearance of a number of 
frontiers with their customs and passport 
officials, and the frequent changes of 
currency which these national boundaries 
entail. Possibly the banks might not 
like to see their exchange profits dis- 
appear, though they would no doubt 
find compensation in the greater free- 
dom of commerce which would follow 
the removal of present political barriers. 

The economic union of Europe, 
hrought about for the purpose of re- 
moving existing tariff and other bar- 
riers among the countries on the Euro 
pean Continent, would doubtless be of 
great advantage. Whether such a 
union, having for its object a tariff war 
with the United States, would be of 
equal benefit may well be questioned. 
It may still be hoped that the tariff 
policy of this country will not be so 
extreme as to invite a conflict of this 
character. 

A political union of Europe must for 
a long time be very difficult to bring 
about. There are too many races, 
tongues and creeds to make such a 
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union an easy matter. Much more re- 
mote must be a political union of the 
entire world. 


THE FRENCH DEBT SETTLEMENT 


ATISFACTION in both countries 
will be felt over the final settle- 
ment of the debt of France to the 

United States. In view of the mis- 
understanding of the question which 
has prevailed in some quarters, both 
here and in France, it is well to repro- 
duce the statement made by President 
Hoover to the French Government at 
the time the settlement was ratified. In 
this message the President said: 


“IT am very much gratified to learn 
that France has ratified the agreement 
providing for the settlement of the debt 
of the French Republic to the United 
States, thus disposing, in so far as lies 
within her power, of one more of the 
great financial problems left over by 
the World War. With the high sense 
of honor and financial responsibility that 
have always characterized the actions 
ot the French people, it was always 
certain that to the full extent of their 
ability they would meet their obliga- 
tions. 

“The definite settlement of the 
amounts to be paid in complete dis- 
charge of this debt is a cause for mutual 
satisfaction, removing as it does a ques- 
tion that has occasioned much con- 
troversy and debate. 

“The settlement calls for payments 
of $35,000,000 in the fiscal year 1930, 
gradually rising over a period of eleven 
years until they reach a maximum of 
$125,000,000 annually. 

“I think in fairness to the American 
people I am justified in mentioning the 
liberality of the settlement. The total 
debt of the French Republic to the 
United States, as of June 15, 1925, was 
approximately $4,230,000,000. On a 5 
per cent. basis, which is the rate of in- 
terest borne by the obligations given by 
the French Government, the present 
value of the payments provided for by 
the Mellon-Berenger agreement is $1,- 


681,000,000, or, in other words, a reduc- 
tion of approximately 61 per cent. of 
the total indebtedness. 

“This settlement in effect wipes out 
the entire indebtedness of France, which 
arose during the war period, and simply 
provides for the payment of advances to 
France after the armistice, which aggre- 
gate, including accrued interest, $1,655, 
000,000. While some of the after- 
armistice advances were made for the 
liquidation of obligations incurred in 
this country by the French Government 
during the war, considerable idvances 
during the war period itself were for 
permanent improvements, for shipping, 
for the meeting of obligations to private 
creditors incurred prior to the entrance 
of the United States into the war, and 
advances to the Bank of France for 
credit and exchange purposes. 

“I am giving these facts so that in 
recognition of the honorable way in 
which France has to meet its obligations, 
they will understand that our people 
too feel that this settlement involves a 
measure of sacrifice on their part. There 
is every reason to hope and believe that 
such an agreement, based as it is on 
mutual sacrifice and consideration, can 
not but promote a better understanding 
between these two great nations and 
serve further to cement a friendship that 
has lasted for a century and a half.” 


It will be further instructive to re 
publish an analysis of the French debt 
to the United States recently made by 
William Martin, and appearing in the 
Journal de Geneve. He analyzed 
France’s war debt to the United States 
as follows: 


“1. A commercial debt of $611,000, 
000 before the entry of the United States 
into the war. 

“2. A political debt of $1,970,000, 
000 towards the American Treasury, of 
which $389,000,000 was used as part 
reimbursement to the banks which ad 
vanced the $611,000,000 credit. 

“3 A further debt of $1,027,000,000 
towards the American Treasury con’ 
tracted after the Armistice. 
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“4 A debt of $407,000,000 for the 
purchase of American war stocks left 
in France after the war. 

“5 Interest due on all these debts 
at the time of the signing of the Mellon- 
Berenger agreement, $684,000,000. 

“The total of France’s indebtedness in 
1926 was, therefore, $4,310,000,000 
made up as follows: 


Debt of 1914 to 
reimbursement 
Reimbursement credits...... 
Political war debt 

Debt since the Armistice.... 
War stocks debt 

Interest 


$222,000,000 
389,000,000 
1,581,000,000 
1,027,000,000 
407,000,000 
684,000,000 


Total $4,3 10,000,000 

“The debts contracted during the war, 
plus interest, come to a little less than 
half of this total. Now by the Mellon- 
Berenger agreement France has to pay 
annuities the present value of which 
at 5 per cent. interest was at the date 
of the signing of the agreement $1,681,- 
369,000. The result is a virtual cancel- 
lation of $2,630,000,000, or more than 
60 per cent. of the total indebtedness. 
France has thus obtained the cancella- 
tion not only of the debts contracted 
during the war, plus interest, but of 
$404,000,000 besides.” 


While the delay of the French Gov: 
ernment in ratifying the Mellon-Berenger 
agreement occasioned some concern, it 
is well to remember that France con- 
tinued to make payments under the 
agreement the same as if it had been 
ratified. 

It ought to be added that the settle- 
ment is an evidence of the high sense 
of honor prevailing in France, and that 
the ratification of the agreement will 
greatly strengthen the already strong 
position of French finance. 

Fortunately, this very serious question 
—now happily disposed of—was not 
without an amusing feature, as witness 
the following story from the Morning 
Post of London. 


ay 
A good story concerning the surplus 
erican army stores taken over in a 


weak moment by the French Govern- 
ment is told in Mr. John Pollock’s recent 
book *Paris and Parisians.’ 

“*Among these stores was a large 
quantity of wooden huts. No doubt 
these might have been utilized in an- 
other country, but it is not in accor- 
dance with French habits to live in 
wooden houses. What then could be 
done with the American huts? 

“They were turned over to the ad- 
ministration of the national match fac- 
tory, matches being in France a state 
monopoly. And the administration had 
manufactured some million matches out 
of the huts when it was discovered that 
the wood of which they were made was’ 
fireproofed.” ~ 


POSSIBLE SURPLUS OF BANK 
OFFICIALS 


ing finally supplant our present 

system of unit banks, we are liable 
to have left over a large surplus of bank 
officials for whom it will be difficult to 
find places commensurate with the dig- 
nity of the positions they now occupy. 
There will be a great many presidents 
and cashiers to be taken care of, and 
literally hosts of vice-presidents. In 
many foreign banks there is neither 
president nor cashier, in the sense the 
latter term is used in this country. The 
executive may be a manager, managing 
director, etc., while the cashier is not 
an executive but merely one who cashes 
checks. There are no vice-presidents. The 
liberality of our banks in bestowing this 
title upon subordinate officials is thus 
incidentally referred to in a_ recent 
editorial in “The Times” of London: 


G nef nation-wide branch bank- 


“To call an important Treasury official 
by the heavy title of Director of Finan- 
cial Inquiries instead of something more 
short and vigorous is to create gratuitous 
formalism. To fail over and over again 
to find any other word but clerk to 
describe extremely different occupations 
is to depress the civil service with too 
much humility. The United States is 
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far ahead of this country in the art of 
paying men with titles. Where an 
Englishman has to be content with the 
insufficient title of bank clerk, his 
opposite number in the states is vice- 
president—one of very many, it is true, 
tut still a vice-president.” 


If we are to have branch banking, the 
disposition to be made of surplus officials 
becomes a very serious question. It is 
not likely that those now enjoying the 
power and compensation attaching to 
their present official positions would be 
content to become branch managers, 
with a consequent lessening of both 
authority and income. Even if they 
should be, there would hardly be enough 
of the new jobs to go round, unless the 
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branch banks should greatly outnumber 
the existing institutions. 

One argument against branch banking 
has been that it would deprive bank 
officers of the salaries they are now re- 
ceiving. From the standpoint of econ- 
omy this may not be a valid argument, 
though it is onc making an exceedingly 
weighty appeal to the large number of 
bank officials in the country who are 
now in receipt of larger incomes than 
they are likely to get as branch man- 
agers. 

Bankers cannot be blamed for cling: 
ing to power and income, and the advo- 
cates of branch banking will find them- 
selves compelled to reckon with this 
human trait in carrying their scheme to 
success. 


Limit of Outside Loans to Brokers Estimated 
at $12,000,000,000 


UTSIDE loans to brokers could 
rise to around $12,000,000,000 


ture, they do increase materially the 
difficulties of credit regulation. The 
Federal Reserve System is charged by 
the Federal Reserve Act with the re- 
sponsibility of fixing its discount rates 
‘with a view of accommodating com: 
merce and _ business,’ which implies 
credit may be accomplished in several 
ways: through open market operations, 
discount rate changes, moral suasion, or 
in exceptional cases through refusal to 
rediscount. But none of these ‘apply to 
outside loans to brokers. The Reserve 
System has no control whatever over 
such loans. 

“The effect of this may be seen dur- 
ing the first half of 1929, when the 
system felt that too much bank credit 
was going into the call loan market and 
urged certain member banks to reduce 
such loans, which they did to the ex: 
tent of $585,000,000 (January 9 to 
June 12). If there were no such thing 
as outside loans, such a reduction would 
have meant real liquidation in the call 
market; but as it was, outside loans 
actually increased by $555,000,000, al: 
most equaling the drop in bank loans. 


before reaching the limit of 
their potential expansion, says the Mid- 
land Bank, Cleveland, in a study of the 
call loan markét. The present volume 
of corporation loans of around $3,000,- 
000,000 represents an increase of 380 
per cent. in three years. 

The theoretical limit of outside loans 
is estimated by the bank on the basis of 
nearly $10,000,000,000 of cash on hand 
held by about 350,000 corporations, to- 
gether with more than $2,000,000,000 
of cash holdings of investment trusts 
and other reservoirs of wealth which 
might be tapped for the purpose of 
brokers’ loans. 

“The estimated limit of outside loans 
to brokers does not imply that they will 
reach that figure,” says the bank. “In 
fact it is very unlikely, at least in the 
near future. But it does suggest that 
these loans could expand considerably 
over their present level and still be 
well below their theoretical limit. 

“Although outside loans involve no 
great danger to our present credit struc- 





Business Goes to Market 


The Changing Structure of the Stock Market and Its Effect on 
the Demand for Bank Credit Discussed by One of 


the Country’s Foremost Economists 


By Davip FRIDAY 


UCH of the controversy over 
M credit which has raged during 

the last two years grows out of 
a major shift in the resources of our 
banks. Commercial loans have grown 
slowly, while loans on securities have 
grown rapidly. Paralleling the growth 
of loans on securities there was until 
fifteen months ago a rapid increase, also, 
in the securities owned by banks. But 
during the last year and a quarter 
these security holdings have decreased 
markedly. 

But the growth in loans on securities 
continues at a more rapid rate than 
other loans. A few figures will serve 
to make clear this disparity in the rate 
at which these two classes of loans have 
advanced. If we take reporting mem- 
ber banks as typical we find the follow- 
ing comparative figures for the end of 
July this year as against the inflation 
year of 1920 and the deflated year of 
1922. 

July July 24 July 
1920 1929 1922 


(000,000 omitted) 
$4,073 $7,683 $3,787 
pF | 9,287 7,019 


Loans on 
securities 
All other loans 





Total loans $13,400 $16,970 $10,806 

It is not necessary to add argument 
to the picture which these figures pre- 
sent. Other loans, which are largely com: 
mercial, are smaller now than they were 
in the inflation of 1920. They are only 
one-third larger than at the point of de- 
lation in 1922. Loans on securities, on 
the contrary, have risen 90 per cent. 
since inflation and over 100 per cent. 
Since 1922, 

The Federal Reserve Board has called 
attention to the same disparity as ap- 
plied to the last two years in its June 


Bulletin. If the table there presented is 
brought down to date the following re- 
sults appear: 
July 27 
1927 


July 24 
1929 
(000,000 omitted) 
$6,175 $7,683 $1,508 
8,551 9,287 705 


Increase 


Loans on 
securities 
All other loans 


Total loans $14,726 $16,970 

The evidence that our loans on securi- 
ties have outstripped commercial loans 
is unmistakable. 


A SURPRISING FACT 


A slow rate of increase in commercial 
borrowing is the more surprising in view 
of the fact that our industrial produc- 
tion has risen, according to the Federal 
Reserve Board’s index, from 106 in 
July, 1927, to 122 during recent months. 
This is an increase of 15 per cent. while 
commercial loans have risen only 6 per 
cent. The total of the two classes of 
loans combined has, however, risen 15 
per cent., thus keeping pace exactly 
with the increase in industrial activity. 

Similarly, comparing the present with 
1920 we find that production has risen 
from 88 to 122, an increase of 39 per 
cent. while total loans have risen by 26 
per cent. and commercial loans have not 
risen at all. 

Where is the explanation of this shift 
in resources to be found? Many people 
have viewed it with alarm during the 
last few years. They have cried out 
and stabbed themselves after the man- 
ner of the prophets of Baal, but they 
have given us no adequate explanation. 
Not a few of these commentators have 
predicted disaster to the industrial com- 
munity, but business has gone on ex- 
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panding its output, selling its product 
at unchanging prices and increasing both 
profits and wages. Even the stock mar- 
ket has gone on rising, although this 
increase in security loans led those in 
charge of credit policy to impose dras- 
tic conditions upon the borrowing of 
credit for the purchase of listed se- 
curities. 

The explanation of this expansion of 
loans is probably to be found in the 
simple fact that the nature of the securi- 
ties listed and traded in on the New 
York Stock Exchange has undergone an 
immense change since 1920. A rough 
picture of the change may be had by 
looking at the stock record of the New 
York Stock Exchange which was pub- 
lished in the Commercial and Financial 
Chronicle in the opening week of that 
year, and comparing it with the same 
record at present. 

In January, 1920, the total list of 
railroads occupied three-fourths of a 
column in the Chronicle. The industrial 
and miscellaneous list filled the remain- 
der of that column and two more. 
Today the railroads fill almost exactly 
one column. The industrial and mis- 
cellaneous securities fill seven columns. 
This means that some nine hundred in- 
dustrial and public utility stocks are 
quoted in the Chronicle now, as against 
less than three hundred at the earlier 
date. 


EXPLANATION OF SHIFT 


What has all this to do with com- 
mercial loans and loans on securities? 
It has much to do with it and is prob- 
ably the explanation of the shift. Who 
borrowed the money represented by 
commercial loans in 1920? Fortunately 
we know the answer to this question for 
John Skelton Williams, who was Comp- 
troller of the Currency at that time, 
asked the larger national banks to re- 
port their loans on November 15, 1920, 
by classes of borrowers. The results 
were as follows: 


(000 omitted) 

$1.998,993 
2,862,506 
3,581,462 


To agriculture 
To manufacturers 
Merchandising 


Railroads, shipping and public 
utilities 

Brokers and dealers in securities 

Professional men 


225,389 
664,010 


$9,707,798 


It is clear that the great mass of com- 
mercial borrowing at that time came 
from manufacturers and trade. This is 
natural for they are the lines of busi- 
ness which buy large quantities of raw 
material to be worked up into finished 
goods, and large quantities of fabricated 
products to be sold at wholesale and 
finally at retail. The cost of the ma- 
terials purchased by manufacturers in 
a year approximates thirty-five billion 
dollars, and the purchases of retailers 
exceed that sum. Naturally these busi- 
nesses are heavy users of commercial 
credit. 

The railroads, mines and public utili- 
ties are not heavy borrowers. They do 
not buy, manufacture and sell large 
quantities of valuable goods. The rail- 
roads and utilities are primarily engaged 
in the sale of services, and the mines in ' 
the extraction of raw materials. Such , 
industries need much long-time capital 
but little short-time credit. Their long- 
time funds they got largely from the se- 
curity markets on which their stocks 
and bonds were listed. 


BUSINESS ON THE “BIG BOARD” 


During recent years manufacturing 
and merchandising companies have been 
listed on the New York Stock Exchange 
at a rapid rate. As a result their se 
curities have come to be valued on this 
open market and have become an ac’ 
centable basis for a bank loan. The 
public has found these securities attrac’ 
tive and has bought them, sometimes 
with borrowed money. These compa: 
nies have issued new stocks from time 
to time and have thus gotten claim to 
the bank deposits of the purchaser. For 
the most part these deposits consisted 
of savings, but in some degree they have 
been loans against the securities of these 
companies. 

Since these corporations now get the 
credit they need by issuing securities, 
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Trading floor of the New York Stock Exchange. 


they do not need to borrow as much as 
before through the expedient of com- 
mercial loans. In this shift in financial 
practice we have the explanation of the 
change in the nature of our banking 
assets. 

It would be an excellent thing if the 
stock exchange were to classify its list- 
ings by industrial groups, during the 
last ten years, and thus give us a pic- 
ture of the changing composition of 
those securities. If the Federal Reserve 
would at the same time call upon its 
members to classify its “all other” loans 
by occupations of borrowers, we might 


get some new light on this tangled 
problem. 


CREDIT FLOWING IN NEW CHANNEL 


The fact that total loans have ex- 
panded only at the same rate as indus- 
trial production raises at least a pre- 
sumption that the total credit which is 


being created by bank loans is going 
into the support of industry and trade. 

The difference between the present and 
a decade ago is that credit is flowing by 


a different channel. The fact that the 
lines of business which were large 
commercial borrowers at that time are 
the very ones who have listed their 
stocks on the organized exchanges, 
would naturally lead one to expect the 
change in banking resources which has 
taken place. 

Our credit structure is dominated by 
our industrial and financial structure; 
and changes in the latter inevitably 
come to expression in the former. The 
corporation has become the dominant 
form of organization for manufactur- 
ing, and is making rapid strides in the 
field of trade. It would be surprising 
if these businesses did not avail them- 
selves of the stock exchange as a means 
of procuring the capital and credit they 
need. 





Investment Trust Yardsticks 


Factors, Old and New, Available to the Investor as Aids in De- 
termining the Relative Merit of Investment Trusts 


By WALTER N. Durst 


S time goes on, those desiring to 
“weigh” in the balance any one of 
the some 450 investment trusts 
or investment companies in the United 
States find an increasing number of 
yardsticks at their disposal. These can 
be used to judge statistically the relative 
merits of the various securities offered. 
In the beginning any trust must be 
judged by the general character of its 
management. Along with this index 
should be added the indices of capital 
structure, securities in which the trust 
plans to invest, and the share of profits 
to the management and to the investor. 
Later the results become visible in earn- 
ings on the average resources and earn’ 
ings per share. In addition to these, 
recent developments have offered two 
new and very closely related indices of 
at least temporary value in gauging in- 
vestment trust merits. 


OLDER INDICES 


Before discussing these more recent 
yardsticks, a brief survey of the older 
methods used in analyzing investment 
trust securities may not be amiss. The 
Financial Times of London releases dur- 
ing each June and July a survey of 
groups of English and Scottish trusts. 
The tables presented give figures as to 
each trust and for the group. The main 
headings are: capital issued (debenture, 
preference stock and ordinary stock); 
gross revenues; expenses; debenture in- 
terest, preference dividends, etc.; earn- 
ings available for ordinary stock and 
amount paid and reserves and carry for- 
ward. Several of these figures are also 
presented in percentage form. Follow- 
ing these colums are the high and low 
prices of each class of security for the 
preceding year and present prices, divi- 
dend and interest rates and yield. 
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English and Scottish investment ana- 
lysts attempt to analyze the trusts on a 
basis of capital structure, earnings on 
the common, dividends. paid over a 
period of years and amount and per 
cent. of the reserve account. The 
emphasis is placed on these items. This 
task is comparatively simple, as the 
trusts generally have about the same 
capital structure and follow the same 
general investment policy. One of the 
London investment firms issue= a similar 
compilation covering all trusts. 

In passing, it may be interesting to 
note that gross revenues of the British 
group (thirty trusts) amounted to 6.81 
per cent. on capital for 1928-29. This 
amount does not include capital profits, 
i.e., profits from the sale of securities. 
Consequently this result is considerably 
below American achievements. Expenses 
are less than one-half of 1 per cent. 
Earnings on the ordinary _ shares 
amounted to about 13.5 per cent. in 
each of the last two years, while reserves 
in 1928-29 were 61.88 per cent. of ordi- 
nary stock. 

The Scottish group (twenty-four) re’ 
ported 6.53 per cent. on the total capital, 
but, due to a more favorable capital 
structure, earnings on the ordinary stock 
were 17.58 per cent. Reserves of no 
less than 117.08 per cent. of ordinary 
stock were reported. Several trusts in 
this group have reserves of more than 
200 per cent. and one has more than 
300 per cent. These are the visible re: 
serves; invisible reserves are not known, 
due to writing down, during the entire 
existence of the trust, the cost of invest: 
ments held. 


EARLY AMERICAN FACTORS 


During the early days of the invest: 
ment trust movement in the United 
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LIQUIDATING MARKET VALUE 
rok A GROUP 0 
AMERICAN INVESTMENT TRUSTS 


The above chart is merely indicative as the limited number of trusts concerning which 
data were available, the fact that trusts of various ages and sizes are included and 
the forced omission of a few extreme items of 300 to 604 per cent. are important 


limiting factors. 


States, emphasis was placed on diversifi- 
cation. This was natural, as diversifica- 
tion is one of the chief reasons for the 
existence of the investment trust. As 
the general management trusts were 
formed and increased in number, the 
emphasis was placed on capital structure 
and later on earnings and reduction of 
expenses. 

Diversification offered is an important 
test and a difference in theories as to 
what constitutes the most desirable type 
of diversification partly accounts for the 
number of trusts in existence. The 
investor may choose a management 


The numbers in the circles refer to the number of items used. The 
later 1927 and mid-1928 figures are general management trusts only. 
able were of various dates, hence the “spread” period covered. 


Reports avail- 


interested in common stocks only, or 
he may choose a trust which will invest 
his funds in the oil industry, the electric 
light and power industry, in bank stocks, 
insurance stocks, or one which may be 
practicing the broadest diversification 
possible—international. 

As to diversification the investor may 
choose the trust in which to invest by 
three measures: first, by determining the 
type of diversification desired; second, 
through a study of the past record, pres- 
ent connections and experience of the 
management in shaping the investment 
policy outlined; and third, by deciding 
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between a fixed, semi-fixed or general 
management trust. If the investor selects 
a single-industry trust the inference is 
clear that he thoroughly believes in the 
future of that industry or, if he chooses 
one based on American stocks, that he 
believes in American prosperity. If he 
picks a fixed or semi-fixed trust he desires 
to eliminate or practically eliminate the 
question of management of the trust and 
analyzes carefully its original selection 
of securities. 

Closely related to the test of diversifi- 
cation is that of investment policy. 
Whether a trust is to be confined to one 
type of security, to one country or in- 
cludes the entire world, the workings of 
its investment policy should be carefully 
watched. The industry or industries in 
which the trust has invested may decline, 
and larger amounts of the funds avail- 
able should be diverted to more liquid 
or short-term securities. This guide to 
investment policy becomes increasingly 
effective as the trust becomes older. 


THREE QUESTIONS 


For trusts of the broad general man- 
agement type the investor might ask 


these questions: Did the trust liquidate 
a large portion of its bonds before the 
decline of the American bond market 
during the last year? Has it continually 
increased its holdings of American stocks 
during the last few years, and, while 
adopting a conservative attitude through- 
out, does it continue to hold relatively 
large blocks of the better class of common 
stocks? If it diversifies internationally 
has it reduced its holdings of foreign 
securities during the last year prior to 
the decline of many foreign stock ex: 
changes? Such facts may often be diffi- 
cult to obtain, but a close study and 
comparison of the annual reports of the 
trusts will throw some light on the 
question of the alertness of the manage- 
ment as to investment policy. And, in- 
vestment policy is the heart of the in 
vestment trust. 

British policy has generally been to hold 
40 per cent. of the funds in bonds, 30 
per cent. in preferred stocks and 30 per 
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cent. in common stocks. But if financial 
conditions change as rapidly as they 
have during the last few years, invest- 
ment management must change with 
them and adopt a conformable attitude. 
This does not mean that a company’s 
attitude must be other than conservative 
if it is to maintain a desirable position 
as an investment trust. If it has been 
able to foresee the changes of the last 
few years, in spite of the complexities 
of the present investment situation, it 
will doubtless be able to continue to 
surmount these complexities. 

Little effort has been made to work 
out the percentage of expenses of run- 
ning an investment trust. It is generally 
assumed that they will amount to over 
1-1 per cent. of total capital for the 
first year or two and then decline to 
about 1 per cent. Due to connections 
of many trusts, expenses being assumed 
by the sponsors, they may be very low. 
In such cases, options to the manage- 
ment or other advantages will com 
pensate for the reduced expenses. Older 
trusts have been submitting evidence 
that expenses have been reduced. 


AVERAGE EARNINGS 


In addition to these rather broad in- 
dices of diversification and investment 
policy, statistics have been published by 
practically all trusts as to earnings on 
the average resources and earnings pert 
share. The rapid financing of most 
trusts has necessitated the reporting of 
earnings on an average basis. Earnings 
per share are sometimes given before 
and after the inclusion of profits from 
the sale of securities. As earnings per 
share are the normal method of report: 
ing earnings, they need little comment. 
The price of the stock will vary in rela’ 
tion to these earnings depending on 
other factors such as capital structure, 
sponsorship of the trust, size and pre’ 
vious record. 

The earnings on the average resources 
are one of the best indices of the relative 
value of an investment trust. This is 
an excellent method of judging a trust 
or group of trusts over a period of time. 
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That is, a trust may fall below the group 
for one year or two years but it may 
not have taken capital profits which 
others did. Consequently, it is the re- 
sults over a period of time that finally 
prove the quality of investment manage- 
ment of any trust. 

It is generally assumed that earnings 
on the average resources should average 
at least 10 per cent. over a period of 
years. During such boom periods as we 
have recently been experiencing they 
should amount to from 12 to 15 per 
cent. to equalize later years wien less 
than 10 per cent. may be reported. A 
group of forty-seven investment com- 
panies reported gross earnings—before 
expenses, debenture interest, dividends, 
etc—of 13.76 per cent. in 1928 com- 
pared to 11.745 per cent. in 1927 (for 
twenty-six companies). If such results 
could be compared for all trusts, and 
more particularly trusts of a relatively 
equal age, the analyst would have the 
investment trust industry reduced to a 
much more finite basis. Earnings on 
the average resources are a yardstick 
that stands while others may be rather 
temporary. 


IMPORTANCE OF CAPITAL STRUCTURE 


One of the oldest methods of judging 
an investment trust is by its capital 


structure. Recently several iavestment 
companies have been formed using but 
one class of stock—common—with the 
contention that all earnings will thus 
accrue to the common stockholders. 
This statement, involving the entire 
question of capital-structure, meets four 
objections: 

First. British and Scottish trusts have 
been almost uniformly successful and 
their capital structure has been based 
on a ratio of about 44%4:3:2'4 of de- 
bentures, preference stock and ordinary 
stock. Their policy has been to increase 
the two classes of securities senior to 
the ordinary or common more rapidly 
than the ordinary stock. Second, prac- 
tically all American general management 


trusts have issued preferred stocks or 
debentures. 


Third, this trading on the equity in- 
creases the earnings on the common. If 
the trust averages 10 per cent. over a 
period of years, and 6 per cent. is paid 
on preferred and debentures, the extra 
4 per cent. will go to the common, and 
the smaller the amount of common the 
larger the earnings available for it. It 
may be necessary, to make the preferred 
convertible, or attach warrants to the 
debentures, but if the capital can be 
used for only a year or two at the lower 
rates, earnings on the common will be 
increased. : 

Fourth, if there is only commen stock 
outstanding the inclination may be to 
pay out a higher percentage of earnings 
rather than to create a larger margin of 
surplus for the debentures or to set up 
preferred dividend reserves. As the 
London Financial Times stated: “The 
reserves of yesterday are the revenues 
of today and tomorrow.” 

The use of senior issues increases the 
earnings on the common and makes re- 
serves practically imperative. Within 
reason, the common should be kept as 
low as possible. The investor and the 
analyst may therefore inquire into the 
question of capital structure. 


GENERAL FACTORS 


The setting aside of all profits from 
the sale of securities in a special reserve 
account or the carrying of securities at 
cost or market, whichever is lower, are 
conservative practices that may be noted 
by the purchaser of investment trust 
securities. If investments are carried at 
cost, less investment reserve, the crea- 
tion and amount (if available) of such 
an invisible reserve may be considered. 
By applying the above indices the 
analyst may find “sleepers” among 
many small trusts. Some small in- 
vestment companies are able to re- 
port higher percentages of earnings 
over a given period and may appear to 
indicate a more far-seeing investment 
policy than larger trusts. But, as in the 
analysis of all classes of securities the 
size and prestige of a company are im- 
portant, they are equally important in 
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the investment trust field. Generally, 
the price at which shares of the trust 
will sell depends largely on the size and 
strength of the sponsorship. 

Along with the question of capital 
structure is that of the relation of 
the public and the management. The 
amount of capital furnished by the man- 
agement and the amount furnished by 
the public, the future division of profits, 
the granting of warrants, if the man- 
agement enters on an “equal” basis, 
the percentage charged for the man- 
agement of the funds, and the pur- 
chase of “B” stocks for a very nominal 
consideration or the placing of control 
in the hands of “B” stockholders, are 
important questions. 


UNREALIZED APPRECIATION AND GOOD- 


WILL 


In addition to these tests of manage- 
ment, diversification, and capital struc- 
ture two new indices of significance 
have appeared. These indices are of a 


more fleeting character than the ones 
previously discussed, but they are, none 
the less, important. The continuing 
ascending nature of the stock market 
and the tendency toward greater pub- 
licity (finally resulting in the listing of 
investment trust securities) have made 
these yardsticks possible. One of these 
two latest methods of analysis approach 
is through a study of the amount of 
unrealized appreciation (or such amount 
stated in per share form), and the other 
is the total market value of securities 
held. This latter brings in the per- 
centage of spread between the actual 
equity market value per share and the 
price such a share brings in the market. 
It is the percentage paid for future 
management, for the connections or 
name of the management, and has been 
termed the “good-will” feature of an 
investment trust. 

In the case of the amount of un- 
realized appreciation, a number of trusts 
report earnings of so much per share 
but if this unrealized appreciation is 
taken into account, they make another, 
and larger, amount per share. However, 


such profits are but paper profits and 
may never be taken. The market may 
decline the next month, e. g., December, 
1928, or May, 1929, and this unrealized 
appreciation will. never be realized. 
Also, whereas the actual realized profits 
include, in many cases, deduction 
of taxes, the unrealized profits do not. 
In reporting unrealized profits, taxes 
amounting to at least 12% per cent., 
or one-eighth, of such profits, should be 
deducted. Also, if such unrealized 
profits are once reported, they must 
continue to be reported, or the investor 
will be inclined to think that no un- 
realized profits existed. 

The attitude of the trust may also be 
considered. If unrealized profits are 
reported in a _ rather parenthetical 
manner, that is one thing. But if they 
are widely advertised, that is another. 
From the immediate viewpoint the re- 
porting of the unrealized, appreciation 
is of aid, but the longer the time since 
the report has been issued, the less 
significance it wil! have. 

A study of the “good-will” factor, or 
the discounting of the future manage- 
ment, presents several interesting aspects. 
According to the reports available of 
recent dates (chiefly June 30), market 
price to percentage of liquidating value 
for a group of twelve representative 
general management trusts was about 
138 per cent. This group varied from 
91 per cent. to 195 per cent. The 
group of twenty trusts, including 
specialized management and _ holding: 
investment companies, averaged nearly 
150 per cent. Several holding com’ 
panies averaged somewhat higher. 
Such holding company-investment trusts 
are sometimes built on other holding 
companies and the total “good-will” 
factor thus becomes exceedingly large. 
For the ordinary investment trust or 
investment company, the amount of 
this percentage will vary with a num 
ber of factors, size and standing of 
sponsors, age of the trust, its invest 
ment policy, and its success with similar 
or related enterprises. 

Little evidence is available as to how 
high this percentage of unrealized profits 
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may reasonably go without becoming 
dangerous. Such a percentage has never 
been available for British or Scottish 
trusts. One holding company invest- 
ment trust ascended to heights of about 
200 per cent. of the liquidating value 
of the securities held, then, declined to 
about equality and later rallied to about 
140 per cent. Therefore it would seem 
that unless a trust enjoys unique ad- 
vantages as to management and sponsor- 
ship, a percentage of higher than 140- 
150 may be viewed with caution. Fixed 
and semi-fixed trusts have generally 
followed a policy of selling their cer- 
tificates at about 110 per cent. of un- 
derlying liquidating value. The in- 
vestor appears to regard the general 
management trust with greater favor as 
he is willing to pay a higher premium 
than he does for the fixed and semi- 
fixed. 

In searching through the past history 
of several general management trusts, 
it is usual to find that in their early days 
they sold close to or possibly below their 
liquidating value, but with advantages 
of age, greater publicity, and increased 
size, achieved higher and higher per- 
centages above their liquidating market 
value and are now at from 120 to 150 
per cent. 


REQUIRES FREQUENT REPORTS 


Oddly, several trusts reported a re- 


versal of this. In the hey-day of their 
formation, with very little actual equity 
tor the common stock, they sold at sev- 
eral hundred per cent. of liquidating 
market value. However, earnings and 
increased equity have been followed by 
a lower percentage of spread between 
liquidating value and the market price. 
_ The use of this index will require 
trequent reports by the trusts and dur- 
ing the interim a continual search by 
statisticians for the market value of 
securities held by the trust. Both of 
these new indices aid in removing the 
mystery surrounding the investment 
trust, although both of them are of 
mportance only over relatively short 
given periods. Possibly they are the 
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best index available as of a certain date. 
But an investment trust is established to 
serve the investor over a period of years 
rather than to be considered from the 
viewpoint of appreciation of a few 
weeks or months. Just as the investor 
who has held sound American common 
stocks for a considerable period has 
usually achieved greater results than one 
who has adopted a continually changing 
outlook, so the holder of investment 
trust shares may well adopt the longer 
viewpoint. 

The London Financial Times recently 
stated: “Income is the real test of value, 
and with securities carefully selected and 
widely distributed current stock ex- 
change quotations are of minor impor- 
tance. Prices fluctuate from time to 
time, often solely through market condi- 
tions, either local of international, while 
the intrinsic value of the securities so 
affected remains unimpaired.” 

In investigating this new financial 
phenomenon—-the investment trust or 
investment company—the investor, the 
banker, the broker and the analyst are 
armed with these tools. They will 
judge a new trust by the present con- 
nections and past experience of the 
managers, the diversification offered and 
that planned for the future, belief in 
the future of the investment policy out- 
lined, and the capital structure and the 
relation of managers and public in 
capital furnished and future distribution 
of profits. If one desires a current 
appraisal, and the information is avail- 
able, one can consider the amount of 
unrealized appreciation or the percentage 
between the liquidating market value 
and the price of the shares in the 
market. 


As the trust becomes older, statistical 
evidence will be available, and one can 
obtain earnings, per share and, on the 
average resources available. One can 
compare such earnings with other trusts, 
and can test the investment policy on 
such basis. One can note whether ex- 
penses are reduced or not. These tests 
will serve to give at least a strong indica- 
tion of the type of investment trust that 
will pay increased dividends and be 
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quoted at continually higher prices in number of such trusts, and the many 
the market. This may appear to be a __ plans they have to offer, render such an 
rigid examination of the securities of examination necessary, and the advice 
the investment trust. However, the vast ‘Caveat Emptor,” is still pertinent. 
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A view of Wall Street, New York, by Vernon Howe Bailey. It is reproduced by 
courtesy of the National City Bank of New York, whose main building is shown 
at the left. 





Trust Prospect Costs 


A Consideration of Five Fundamental Points Relative to the Cost 
of Developing a Prospect for Trust Business 


By THEODORE TEFFT WELDON 
President of Weldon & Baldwin, Chicago 


S the accumulation of experience 
A in the merchandising of 
trust services, it becomes possible 
to increase the efficacy and decrease the 
cost of selling. Although every trust 
company ‘faces a situation more or less 
peculiar to its own community from a 
sales standpoint, still the broad prin- 
ciples of merchandising may, by a 
proper refinement, be fitted and adapted 
to its particular and individual prob- 
lems. Therefore an inquiry into the 
various elements that go to determine 
the cost, and a weighing of the factors 
that fix the value of a prospect, are 
subjects that must sooner or later de- 
mand the attention of every trust de- 
partment that is seeking new business 
in anything approaching a scientific 
manner. 

To begin with, it may be well to 
define what constitutes a prospect. In 
one sense, every family-head in the 
community, possessing means or the 
promise of success, is a prospect. But 
in the sense here considered, prospects 
are not all those who it is felt warrant 
consideration on the mailing list. They 
are only those persons who have in- 
formed the bank, either directly or by 
inference, that they are interested in 
its trust services and will entertain dis- 
cussion and further enlightenment in 
this regard. 


FIVE DETERMINING POINTS 


The question to be considered in 
determining the cost of a trust pros- 
pect, has five angles, which the writer 
will define as follows: 

1. What methods can the bank use 
to discover these prospects? 


2. How does the cost of various 


methods compare? 

3. Are all inquiries indicative of a 
genuine interest? 

4. To what extent has the sale been 
the prospect discloses 


made before 
himself? 

5. What machinery has been pro- 
vided to advance the sale after the 
prospect is discovered? 

It is evident that questions 3, 4 and 
5—i. e., the genuine interest of the 
prospect, the extent of selling already 
accomplished, and the manner of carry- 
ing the sale to completion—are -variable 
factors that must grow out of question 
1 (the method of attracting the pros- 
pect); and each will require discussion 
in the light of what is determined re- 
garding the inducement used. 

In considering the different methods 
the bank may employ, let us begin 
with no effort at all. Thus the de- 
velopment of the trust department is 
left to the casual business of customers. 
The cost of business in such circum- 
stances, though it may be carried at 
zero on the books, is so outrageously 
high and mounts at such a rapid rate 
after the cream of customer patronage 
has been skimmed off, that most in- 
stitutions that have pursued this policy 
would be very happy to be rid of the 
trust department. The reasons for 
this statement will be obvious, if one 
will consider that a properly organized 
trust department is capable of handling 
a certain maximum business at the 
same overhead expense that would be 
required to maintain the department 
with no actual business at all. Until 
it reaches that maximum, the fees it is 
failing to earn are an indictment, al- 


347 





eee 


348 


though perhaps not a direct charge, 
against the efficiency of its selling plan. 


ADVERTISING 'S TASK 


As we step down in the cost of se- 
curing trust business, we inevitably step 
into advertising—newspaper advertise- 
ments and direct mail messages that 
describe trust services, point to the 
merits of the trust company, educate 
people in the principles of stewardship, 
mark the way of avoiding the pitfalls 
of the future, and chart and pilot the 
course of effective family protection. 
Perhaps, if the advertising is versatile, 
it also chides procrastination in will- 
making, portrays the unhappy waning 
of insurance benefits when not safe- 
guarded by a trustee, and shows the 
difficulties under which an individual 
must labor in our present complex eco- 
nomic structure if named as executor 
and trustee. 

Thus through advertising, the task 
of informing and educating the com- 
munity goes forward on a more or less 
wholesale scale. But capitalizing on 
this effort is yet another matter. If 
the advertisements conclude with an 
invitation to call and discuss the situa- 
tion with the trust officer, the inquiries 
will be few, but those few will be very 
good prospects. Men who come in of 
their own volition as a result of the 
educational and institutional material 
sent them, have in most cases already 
decided to buy, and the selling effort 
needed to complete the arrangements is 
not great. The cost of such prospects 
is very high, but since the cost of the 
subsequent sales effort is very low, the 
relationship between the total cost of 
securing the business and the profit to 
be derived from it is not as badly out 
of line as would at first appear. 

When only this general sort of ap- 
peal is used, it is difficult to refrain 
from a feeling that the advertising is 
not doing its job properly. But this 
may not be the case. The lack of evi- 
dence as to the interest the messages 
are stirring up may be simply a matter 
of expecting too much of human nature. 
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The bait may be good, but the hook 
faulty. 

Thereupon we advance a step in 
luring prospects toward disclosure by 
offering a book containing further in- 
formation. Immediately it will be 
found that a larger number of people 
will reply, the percentage varying ac 
cording to the quality of the advertis- 
ing, its interest value, its challenge, the 
standing of the bank, the character of 
the community and the excellence of 
the mailing list and the publications 
used. 


GETTING INQUIRIES 


Furthermore, a rather remarkable 
difference in the number of inquiries 
rests with the type of reply suggested. 
If the book is mailed on request, more 
answers will result than if the reader 
is asked to call at the bank for it. In 
newspaper advertising, a coupon, or 
the suggestion that the reader just 
write his name and address across the 
advertisement and drop it in the mail, 
is more resultful than the less explicit 
offer. Direct mail messages that en- 
close a return card treble and quad- 
ruple the number of inquiries over the 
mere offer. If the return card is a 
Government postal or a business reply 
card which requires the prospect only 
to sign his name with no bother about 
addressing, postage and so forth, the 
number of replies is again increased. 

Again, whether the message is read 
in the home or in the office seems to 
have a bearing. It is generally ac 
cepted that literature addressed to the 
home gets a more careful reading than 
is the case when it comes to the office 
desk of a busy man. Yet the facilities 
for replying are less simple and ade- 
quate at home. Therefore, if trust ad- 


it becomes especially important not to 
minimize the instinctive inertia of the 


prospect, and, hence, to enclose 
stamped self-addressed reply cards. 
Now we must scrutinize the other 
angles of cost which follow the initial 
expense of getting the inquiry. The 
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individual who has asked for a book 
is by no means as ready to buy as the 
man who voluntarily comes in for a 
discussion. Yet he has singled himself out 
of perhaps a hundred others as one upon 
whom to concentrate the sales effort. 
To what extent such prospects can be 
sold and sold quickly depends not only 
upon the excellence of the merchandis- 
ing plan of follow-up, but also largely 
upon the specific nature of the adver- 
tising that produced the inquiry. 


THE FOLLOW-UP 


A pertinent illustration that may 

serve to clarify this point is that of 
an institution which received some 
thirty-five hundred requests for a book 
on inheritance taxes. These replies 
came in answer to a series of news- 
paper advertisements that were large 
and intensely interesting, but which 
overstressed the importance of the tax 
situation as applied to the average 
man. It was at once apparent to this 
trust company that only a fraction of 
these thirty-five hundred persons were 
real trust prospects. To send salesmen 
to see this many people was of course 
impracticable. Through an_ intensive 
plan of follow-up by letter and other 
trust literature one hundred sixty were 
culled out in the course of two years’ 
effort and trust solicitors closed some- 
thing over one hundred appointments 
as executor and trustee, the average 
estate being estimated at more than 
$250,000. While this proved to be a 
profitable effort, and while all elements 
contributed to its success, yet the 
original inquirers for the book were by 
no means prospects in the sense here 
defined, and only the excellence of the 
subsequent work was able to turn a 
disquieting affluence of curiosity into a 
satisfactory volume of business. 
_ If the request for a book has come 
in answer to an offer which has told 
the seeker what your service is and 
has stimulated his desire to learn more 
of its details, then it has immediate 
and genuine sales potentiality. 

The next most important point, of 


course, is the book itself. Will it tell 
the reader what he wants to know? 
Will it make him see the value to him 
of your services? Will it enable him 
to apply them to his situation? Will 
it create desire, and advance the sale 
to a point where the prospect is then 
ready to come in and talk to a trust 
oficer? If these queries can be an- 
swered in the affirmative, then the cost 
of getting and selling prospects is com- 
ing steeply down. 

In this day of prolific writers of trust 
literature, there is a large volume of 
writing produced that is thoroughly 
sound end against which no complaint 
can be registered from the informative 
and educative viewpoints. The rare 
thing, however, and the result to strive 
for in this literature, is the added 
quality of sales value—an element so 
elusive, so subtle, and yet so all- 
important when one is endeavoring to 
reduce the sales cost. 

The question frequently arises as to 
whether a satisfactory return may be 
obtained by the use of solicitors to- 
gether with the outside activity of the 
trust officer and fellow bank officers 
and employes, without the use of ad- 
vertising. In this connection, experi- 
ence is almost unanimous. The ad- 
vertising effort is of minimum effect 
without at least some outside activity 
—and solicitation does not go far with- 
out advertising. The two supplement 
each other and if the cost of business 
is to be kept low, the advertising and 
selling must support and keep pace 
with each other. 


THE COST OF CALLING “COLD” 


Calling “cold,” after one’s list of 
associates and friends is exhausted, is 
very costly. The hundreds of hours 
spent in gaining and having interviews 
with people who, though they were 
supposed to be prospects, prove not to 
be, can be saved for conferences with 
persons who have evidenced their in- 
terest as a result of intelligent adver- 
tising. 

By way of comment, many institu- 
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tions feel that it is unfair to gauge 
trust advertising exclusively by its re- 
sults, either immediate or ultimate. 
They feel that the trust theme is one 
which defines the institutional charac- 
teristics of the bank as a whole, and 
is perhaps the most desirable type of 
advertising to advance the general pub- 
lic conception of the policies and aims 
of the bank. Thus they even go so 
far as to charge only some fraction of 
trust advertising to the trust depart- 
ment, the rest being a charge against 
the general advertising fund. 

Again, it has often been demon- 
strated that to seek a reply to every 
advertisement and every direct mail 
message is less productive of inquiries 
than to do so only occasionally after 
building up a strong case. Thus in a 
series of six leaflets, perhaps only two 
or three will refer to a book or to 
other more detailed information that 
is available. 


A FOLLOW-UP INCONSISTENCY 


Perhaps one of the most glaring in- 
consistencies in following up inquiries 
is the usual procedure of sending a 
book in which an attempt has been 
made to cover the whole subject of 
trust, in response to an inquiry which 
is obviously on some one particular of 
the subject. The advertisement or the 
leaflet that produces the inquiry may 
be with some special phase of fiduciary 
service. If a book is sent in reply, 
the trust officer should never fail to 
accompany it with a letter, mentioning 
the pages that deal with the specific 
question of interest to the prospect. 
The letter might then suggest that the 
book also takes up other phases of the 
subject that will undoubtedly prove in- 
teresting and profitable. Unless such 
a letter is written, the prospect finds 
that he must hunt through many pages 
to find what he wants, and he may 
well deem the information scarcely 
worth the labor. 

In this connection, there are some 
phases of trust activity that capture the 
imagination, that lend themselves to 


colorful exploitation in advertising, or 
that appeal very strongly to the reason 
in making the reader see the value of 
more information. For example, the 
different ways in which a son’s or a 
daughter’s inheritance may be handled 
may pique the curiosity of many 
earnest fathers. The duties of an ex- 
ecutor can be discussed in such a man- 
ner that the reader will feel the need 
of knowing just what they are in or 
der to choose an executor equal to the 
task. The shrinkage of estates at death 
is a subject that will often frighten a 
man into a desire to know what the 
difference will be between his gross 
and his net estate. Appeals of this 
kind are much more productive of 
reply than the more general and edu- 
cational advertising, and yet both types 
are needed. 

It would seem, in conclusion, that 
some sort of yardstick should be in- 
dicated by which to gauge the com 
parative cost of developing trust pros 
pects—yet this is almost impossible. Iden- 
tically the same effort will produce 
widely differing results in different 
communities. The advertising plan 
that seeks only those of large means 
costs more per prospect than the plan 
that embraces the more densely popu: 
lated levels of wealth. Large com 
mercial banks with extensive patronage 
secure prospects among customers more 
economically than institutions specializ 
ing in trust and without this. customer 
source of business. 


A COST SAVING PLAN 


To get the cost down to something 


approaching a minimum figure for 
prospects of sufficient means to be 
really profitable trust clients it is neces 
sary to point a number of efforts in 
this one direction. From observing the 
activities of those most successful in 
getting desirable business at low cost, 
one would perhaps conclude that the 
following factors should enter into the 
plan: 

1. Really interesting and challeng: 
ing newspaper advertising, full of sales 
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impetus, inviting conferences and of- 
fering specific literature. 

2. Direct mail messages (to an ex- 
tensive list) that have the appearance, 
attention value and solid interest neces: 
sary to rivet attention. These messages 
should be especially designed to move 
the reader toward action, and should 
enclose a return card. 

3. Lobby and window display that 
instantly recalls the advertising, and 
that induces action while the prospect 
is in the bank. 

4. Literature which, when requested, 
will satisfy the reader and definitely 
move the sale forward. 


5. Thorough and careful system of 
follow-up that will treat each prospect 
individually, move onward toward the 
sale without pressing, and definitely 
prevent the subject from being pigeon- 
holed until a conclusion is reached. 

6. Active interest and co-operation 
of all the officers of the institution in 
unearthing prospects and in bringing 
them into actual contact with the trust 
department. 

7. A sales effort within the trust 
department that meets the prospect 
much more than half way, once he has 
disclosed the fact that he is interested. 


Foresees Change in Tariff 


taken place in the position of the 

United States internationally is 
clearly illustrated by the present tariff 
discussion, for at no period in our his- 
tory has the overseas aspect of tariff leg- 
islation been so stressed, according to 
R. Whittlesey, vice-president of the 
Central Hanover Bank and Trust Com- 
pany, New York. It is quite possible 
that our evolution during the last fif- 
teen years may not only lead to modifi- 
cation of the Hawley Tariff Bill, but 
that our traditional tariff policy may be 
changed. 

“As in other countries the people of 
the United States believe that home in- 
dustries should he protected, but it has 
come about that a number of our ma- 
jor industries are dependent on foreign 
sales, and in many lines export trade 
has become a factor of such importance 
that the ability to compete depends on 
its development and continued expan- 
sion,” Mr. Whittlesey stated. ‘This 
trade today amounts to between $5,000,- 
000,000 and $6,000,000,000 ,annually, 
with nearly 70 per cent. manufactured 
or semi-manufactured products. 

“The remaining 30 per cent. of raw 
materials and foodstuffs is an important 
tem in our national economy. Formu- 
lation of tariff duties can no longer be 


Tsk fundamental change that has 


exclusively centered around the protec- 
tion of domestic activities, but must also 
consider how far such duties may have 
an adverse effect on the foreign trade of 
the country. 

“Before the days of mass production 
and surplus output, the manufacturers 
of this country were almost wholly con- 
cerned with the home market and for- 
eign outlets had comparatively little im- 
portance,” the New York banker stated. 

“But with the technical and industrial 
developments of the last fifteen years, 
which have led to a production volume 
far in excess of our domestic needs and 
have also created a supply of commodi- 
ties that are popular abroad and have a 
wide market, our trading position has 
become such that it is intimately related 
to foreign demand and must, conse- 
quently, take cognizance of conditions 
that formerly were not operative. 

“This situation strikes home to all of 
our citizens, for it is quite possible that 
an increase in unit costs, as a result of 
decreased foreign trade, would add more 
to the consumer’s burden than any gain 
to be derived from slightly increased 
profits or wage-scales that might result 
from import duties that restrict unduly 
the sale of foreign goods in this 
country.” 





The Pay Check Pirates 


A New and Annoying Form of Petty Larceny Which Has Fol- 
lowed in the Wake of the Pay Roll Check 


By JoHN WALKER HARRINGTON 


EW forms of fraud are follow- 
N ing in the wake of the effort 

to substitute the pay roll check 
for the traditional cash envelope. Both 
the banks and the police several years 
ago suggested to employers that the 
practice of sending messengers for cur- 
rency with which to meet salaries and 
wages be discontinued. One of the 
means of baffling the hold-up man 
which is gaining in vogue, is that of 
issuing checks to the personnel on 
Fridays or Saturdays, and making suit- 
able arrangements for cashing them. 
Hence the rise of the pay check 
pirates, whose weapons are pens, type 
and rubber stamps, instead of auto- 
matic and black jack. They are makers 
and passers of forged, bogus or fictitious 
orders on the banks. Their victims 
are mostly accommodating merchants 
or other innocent holders. Although 
the banks lose practically nothing in 
money directly, they none the less are 
robbed of valuable time by these pes- 
tiferous petty thieves who prey on the 
commercial community. Often bank 
officials find themselves in acrid argu- 
ments with depositors who have taken 
the worthless stuff in good faith and 
complain bitterly because it is turned 
back on them. Such disputes tend to 
wear off the nap of that velvet tact 
which is a traditional asset of all bank 
executives. 


CHECKS FOR SMALL AMOUNTS 


As the majority of these checks pur- 
port to be given for “services to date,” 
that is for a week’s work, or a fort- 
night’s or less frequently a month's, 
their face value is comparatively small. 
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Their aggregate, for all that, is enor 
mous. The National Surety Company, 
which handles such things in its fraud 
bond department, recently staged a 
traveling exhibit of its material under 
the title “$1,000,000 in Bad Checks” 
which it displayed at several bankers’ 
conventions and also under the auspices 
of a group of Chicago banks. The 
organization merely dipped lightly into 
its supply, for it has many packs of 
such documents, the face value of 
which is many millions. All of this 
array, too, went through the banks 
and clearing-houses of the country in 
the regular course of business, as shown 
by the stamped records on their guilty 
backs. It is stated that fully 80 per 
cent. of bogus pay roll checks are 
fictitious. The names of actual banks 
are given as the drawees, but the payees 
are usually imaginary persons, and 
often the supposed drawers never ex: 
isted. The methods of getting the cash 
are varied and ingenious, as they are 
generally applied by organized gangs 
of clever crooks. The favorite ruse is 
for the passers to impersonate laborers, 
clerks or stenographers and to induce 
merchants or hotel keepers and others 
to cash the checks by giving in cash 
the balance which remains after the 
swindlers have negotiated for purchas- 
ing goods or other considerations. 


THE PESTIFEROUS “SAMUEL JOHNSON” 


One of the most pestiferous of these 
new style pirates appears as “Samuel 
Johnson.” His name as payee has been 
found on about fifty bogus checks im: 
printed with a rubber stamp or rubber 
faced type. The same error or “wrong 
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One of the famous “SamueL Johnson” checks, with its quaint typrographical error 
in the first name of the payee, used by a gang of pay roll check fakers for years. 


font” mistake, a capital “L” at the end 
of his first name, identifies the entire 
series. It is believed hundreds of such 
strangely prepared checks have been 
scattered over the country. It is said 
that the chief of the gang, a colored 
man of remarkable ability, makes a 
profit of $20,000 a year from his op- 
erations. The checks which “SamueL” 
scatters over the land are made out 
ostensibly by steel construction com- 
panies, the names of which also are 
stamped on the checks. The companies 
themselves are myths. All the checks 
which have been preserved carry. the 
signature of H. C. McDaniels, in the 
writing of the chief of the outfit. The 
principal theaters of action for “Sam- 
ueL” have been large cities or, at least, 
places big enough for strangers not to 
attract attention. Some not too local 
bank figures as the institution on which 
the spurious check is drawn. In the 
Middle West, for instance, the Cleve- 
land Trust Company was represented 
as having the account of the heavily 
titled construction company. 

“SamueL” is usually a colored man 
dressed in overalls, an honest looking 
soul whose pay check is always $44.70. 
His favorite ports of call are stores 
which specialize in  workingmen’s 
clothes. He may buy a jumper or a 
pair of heavy gloves—his purchases 
usually being about $2 or $3 in 
amount. He proffers the check and 
gets the change. His face and his 
manner seem credentials enough, but 
if there happens to be any question he 


talks profusely of a bridge or sky- 
scraper on which he is working in the 
neighborhood. Sometimes he presents 
a counterfeit union card, and even an 
identification slip from his company, 
also a fake. 


FAKE IDENTIFICATION SLIPS 


Swindlers of this type usually have 
slips such as some employers give to 
their personnel to make it easy to 
identify themselves at the bank on 
which their pay checks are drawn. To 
most business men the irregular stamp- 
ing of the Johnson checks would be a 
warning, yet many small dealers on 
the outskirts of large cities have fallen 
for them. They have insisted, too, 
that they be put through the processes 
of collection, even when banks have 
cast doubt upon the genuineness of 
the paper. 

Another series of bogus checks, 
stamped. “Pay Roll,” was spread over 
the map of California. They were 
usually made payable to Charles R. 
Smith or to Bert E. Davis and were 
signed by a company with a hyphen- 
ated name, supposed to have had its 
quarters at Los Angeles. The form of 
the checks is neat and _ business-like, 
and if one were not so suspicious as to 
look into the Los Angeles telephone 
book, he might readily cash so genuine 
looking a document. No investigator, 
however, has been able so far to locate 
the firm. 

Some of the most adroit passers of 
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spurious checks are women who give 
every appearance of being employes 
of large corporations. The checks are 
either marked “Pay Roll” or are for 
amounts which indicate they are for a 
week’s services. Among this flotsam 
of the commercial seas are two checks 
bearing the same date, one for $42.50 
and the other for $37.50. The firm 
supposed to have given them must 
have had a busy day, for one of the 
checks is numbered 216 and the other 
440. A demure young woman, who 
indorsed her name as Grace Norton, 
the payee, collected on both in one 
day in San Jose, and the checks came 
back marked “No account.” 


WHEN ACTUAL COMPANIES ARE USED 


Where checks are issued with the 
names of actual companies on them as 
the drawers, organizations which em- 
ploy much unskilled labor and there- 
fore have a large turnover, are selected 
to give an air of authenticity. Rail- 


road companies, packing houses, min- 


ing companies are favorites. A large 
batch of forged pay checks with the 
impress of the Pullman Sleeping Car 
Company, each for $70, was recovered 
after they had been cashed at various 
places in Northern Illinois by a colored 
man who wore a porter’s uniform and 
cap. 
No line of business can complain of 
being neglected, and certainly the op- 
erators show endless versatilicy. One 
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of the most active started in Chicago 
in 1924, passing faked pay roll checks 
bearing the name of a toilet soap com 
pany; next he busied himself in Cleve- 
land putting over alleged orders to 
pay from a contracting concern; in 
Pittsburgh he was the representative 
of a machinery firm; and he wound 
up in Cincinnati as a gray-shirted me- 
chanic supposed to be in the employ 
of a local iron foundry. 

The success which the pay roll check 
swindlers have had emboldens them to 
foist on the public other wares of 
their own making or alteration. Their 
side lines include bogus travelers’ 
checks, drafts, United States Treasury 
warrants, express company orders, and 
even cashiers’ and certified checks. The 
amounts are not large as a rule as they 
are intended for the undoing of about 
the same class of business men. 


INVITING TROUBLE 


To the carelessness or indifference 
of depositors of banks or to the lax 
methods of large business organizations 
in guarding their stationery the “op- 
erators” owe opportunities of getting 
many check forms necessary to their 
schemes. Sometimes they may find a 
whole check book, and even one in 
which there are several signed checks. 
In that case the dishonest finder is 
likely to yield to the temptation to try 
to put over a direct forgery or two. 
The tearing out of a few blank checks 


One of two checks passed by a young woman in San Jose, Calif., both dated the 


same day and 225 numbers apart. 


Returned marked “No account.” 
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from the back of a book may help. 
It is considered financial etiquette for 
a client to notify his bank if even he 
misses a few blank checks although the 
courts have held that there is no legal 
obligation to do so. How many do it? 
Scarcely any. The maker of bad 
checks may get material to his hand 
by diving into the waste baskets of 
banks and bringing to the surface 
some discarded blanks well adapted to 
his nefarious practices. New types of 
check desks, especially those of mod- 
ernistic design, have slots into which 
discarded scraps may be placed. The 
checks slide into hidden receptacles 
which cannot be opened by the casual 
visitor. Frequently a pay roll check 
swindler will call up a bank, represent 
himself as speaking for a depositor, 
say he will shortly send for a large, 
three-decker check book, and ask that 
the bank please have it ready. A mes- 
senger boy appears at a seemly and 
dignified interval, gets the book re- 
quested, and takes it to the pirates’ 
lair. Even though such efforts to get 
the actual check books failed, these 
petty criminals would be able to de- 
sign blanks suitable to their purpose, 
if not quite so convincing as the gen- 
uine blanks. 


A FREQUENT DODGE 


A scheme which nearly always nets 
dependable samples is to have a trans- 
action with some large corporation, 
such as an electric or a gas company, 
a telegraph or telephone company, or 
a mail order house. With thievery 
aforethought, the pay roll check pirate 
sends more money than is due for 
some service or merchandise, and. fol- 
lows up with a refund request. He 
shortly gets a check for the rebate, 
with all the signatures and odds and 
ends of markings which he requires 
There is a Federal law which forbids 
any one issuing a check for less than 
$1, but inasmuch as the Federal Gov- 
ernment itself is often an offender 
against its own statutes in this re- 
spect, few firms pay any attention to 
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the regulation. Most corporations re- 
gard it as very efficient and business- 
like to send out these small checks 
which are likely to become grist to the 
mill of the swindler. 

Some of this predatory gentry will 
even work for several days for a pub- 
lic utility in order to get a pay check 
in due form. This, of course, is rather 
an unusual expedient, to be taken up 
only when all other means fail. The 
pseudo-Pullman porter mentioned pre- 
viously is said to have actually made 
up berths on a limited train for a 
whole month in order to get a bona 
fide pay check. A resourceful scout 
for one of these swindler bands, with 
a little ready cash, can obligingly cash 
pay checks of various kinds and thus 
get a good line of models. 

With a stock of genuine checks the 
swindler can speedily arrange to have 
some imitations made for him. As a 
financial bootlegger he knows where to 
go to get his fake forms printed from 
which he prepares his synthetic wares. 
The imitation forms can be printed di- 
rect from type or from a half tone 
plate of an original. “Safety” paper 
of sorts can be bought in the open 
market. It will not be quite the tint 
nor the texture of an original fabric 
but it is often near enough to the 
model check in looks to trap the un- 
wary or the unknowing. Check pro- 
tector devices are bought with which 
the “exact amount” is cut or stenciled 
into the body of the check “to pre- 
vent alterations.’ The words “Pay 
Roll Check” are generally printed 
with a rubber stamp in red ink. Other 
rubber stamps or set ups of rubber 
type are used to put on the names of 
the fictitious payees. The art has gone 
so far that the rubber stamps employed 
on the certified or cashiers’ checks are 
freely counterfeited, even when only 
small amounts are involved. 


AMAZING THE EXPERTS 


Experts were amazed not long since 
by the material found in the quarters 
of a noted check swindler in Cleve- 
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Check of the American Travelers Association, which lacks a habitation, even 
though it has a name. 


land. He had many fonts of type and 
all the appliances for making photo- 
engravings as well. His presses were 
small but smooth running and efficient. 
His stock of colored paper warranted 
proof against the check raisers was 
complete and varied. In a cabinet on 


one side of the shop, resembling the 
pigeon-holed cases used for the keeping 


of tickets at railroad stations, were 
neatly printed checks on about one 
hundred banks and industrial and pub- 
lic utility corporations. He evidently 
had operated extensively on his own 
account for it is said that in three or 
four years he had cleared $90,000 by 
his operations. It was his custom to 
print up his wares and make the 
rounds of large cities from coast to 
coast. He carried his samples in a 
large dress suit case, together with 
special type, check protectors and other 
devices. He even had a portable outfit 
for making rubber stamps, as many of 
these operators prefer to “pour their 
own,” as apparently did “SamueL” 
Johnson. When he visited a com- 
munity the Clevelander always had a 
stock of blank checks bearing the name 
of local banks, or of institutions not 
many miles away from his temporary 
base of operations. 

Thrift is so conscientiously practiced 
the small check gangs that 


by some of 
they their own “travelers” 


1 
have 


cheques” guaranteed first class as they 
make them themselves. The amounts 
are nearly always modest. One of the 
most imposing documents garnered is 
a $10 check with elaborate scrolling 
and cross hatching, which is inscribed 
with the name of the mythical Amer- 
ican Travelers Association, and is 
marked as guaranteed by a Boston 
trust company. It was given to a 
well known hotel in Omaha and de- 
posited in the Merchants National 
Bank of that city, which stamped it as 
payable to any bank, banker or trust 
company and sent it to its correspon- 
dent in Boston. No trace of the as- 
sociation could be found either in the 
Hub where its operations were “guar- 
anteed,” nor in New York, London, 
Paris, San Francisco and Bombay, 
where, according to the face of this 
nice green certificate, the organization 
maintained offices. 


SOME SIDELINES 


A branch of the small check swin- 
dling activity is the planting of 
counterfeited or altered or forged U. 
S. Treasury warrants, Post Office or- 
ders and American Bankers Associa- 
tion checks, and express company or- 
ders. Most of these documents are 
genuine at the start at least, or partly 
so in form. Post offices in small com- 
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munities may be robbed, and from 
them money order blanks obtained. 
American Bankers Association checks 
are sometimes lost and duplicates for 
them issued, after an effort has been 
made to tell the world that the orig- 
inals are cancelled. The lost ones get 
paid often. In the event that their 
clients are mulcted by such apparently 
genuine paper of this sort, surety com- 
panies usually pay 100 per cent. of 
the face value, within the limitations 
of the policy. For the grosser forms 
of imposture, such as manufactured 
checks, they give 50 per cent. under 
the fraud bond clause. It is held that 
the policy-holder or the insured should 
exercise reasonable precautions to pre- 
vent himself from being imposed upon, 
and certainly in some instances it is 
dificult to see how such palpable fakes 
are seriously considered. The liability 
of the company, however, is limited to 
$2000 a year. Although such business 
as this helps build up patronage and 
connections it is said that it is not 
really profitable of itself to the com- 
panies. No effort is made, of course, 
to sell such a service to large con- 
cerns, and certainly not to banks, nor 
to anybody else where the checks of: 
fered would involve large sums. 


A NUISANCE TO BANKS 


The great nuisance of this petty 
larceny form of swindling is that it 
entails a considerable burden on the 
banks, and not only no return and no 
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thanks, but often harsh words from 
the client. The mischief has been done 
when the innocent holder has turned 
in his spurious check for deposit. The 
banker may glance at the name of a 
drawer and feel that something is the 
matter with it. The name of this or 
that concern does not sound right to 
him. He gets down his Moody or his 
Poor, or his Thomas’ Register of 
American Manufacturers, or such di- 
rectories or telephone books from 
neighboring cities as might cast light on 
such an inquiry. He tells his customer 
he does not believe there is any such 
firm or concern as that which appears 
to have drawn the check. Of course 
the man who has been stung clings to 
a forlorn hope and insists that an 
effort be made to collect this check 
which so often is on a bank in another 
city. In time, back it comes, with the 
evidence of having gone through the 
clearing-house and having been duly 
presented and dishonored by the in- 
stitution on which it is drawn. 


BANKS SELDOM STUCK 


Only by remote chances could any 
bank be liable for any losses from such 
paper itself. For instance, an accom- 
panying illustration shows what holds 
itself out to be a $12 slip payable to 
Gladys Williams all duly proclaimed 
as a cashier’s check. Gladys got the 
money, but when the check arrived at 
the California Bank, of Los Angeles, 
the cashier, J. E. Spencer, knew ex- 


Cashier's peg mo the cashier who was supposed to have signed it never saw 
before its presentation for payment. 
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ceedingly well that it was not adorned 
by his signature and marked it “For- 
gery” in red ink. It is the fault of no 
bank if checks purporting to be given 
hy a Chicago taxi cab company and 
passed by a man who wears a chauffeur’s 
puttees come back with the legend 
“Account Closed.” The banks which 
carry large deposits for Armour, or 
Swift, or any of the big packing 
houses, are unlikely to pass out any of 
their clients’ hard earned profits on al- 
leged pay checks which have signatures 
not even resembling those of the 
cashiers or treasurers however specious 
and convincing the checks themselves 
may look with all their bright panoply 
of red and green inks and special en- 
graving. If the banks, which are the 
last resorts on the authenticity of 
checks, paid the money on them they 
would have to stand the loss. All 
this the bank officials explain to the 
rueful bystanders who have been hit 
in this swindling game. The innocent 
holders are seldom inclined to discuss 
calmly the situation which has been 
forced upon them. Not infrequently 


customers have withdrawn their ac- 
counts as a result of disputes over such 
checks only to run up against the same 
situation with the new bank unless 
they have mended their easy-going 
ways. 


EDUCATIONAL CAMPAIGNS 


On account of the annoyances 
caused by the operations of the pay 
roll check pirates and to protect their 
clients some banks have already started 
campaigns of education. In their cir- 
culars and house organs they carry 
warnings relating to the practices of 
the wandering swindlers and sometimes 
exhibit checks marked forgeries or 
fakes when there is no question as to 
their worthlessness. By so doing they 
expect to save valuable time of their 
own personnel for the clerical costs of 
handling such flotsam is just as much 
as that necessary for keeping track of 
legitimate paper. With the co-operation 
of large employers it is expected that 
the pay roll check frauds will be cut 
down to a minimum, if not entirely 
suppressed. 


Average Price of Stocks Up During July 


resenting 12 industrial groups in- 
creased 3.41 points during the 
month of July, according to the index 
of security prices compiled by the New 


A VERAGE price of 103 stocks rep- 


York Trust Company. The average 
price of stock of 10 public utility com- 
panies increased 22.78, of 25 railroad 
companies 9.51, of 10 iron and steel 
companies 6.27 and of 5 sugar com- 
panies 3.27. A decline of 3.85° points 
took place in the average stock price of 
¥ rubber companies. 

Since the beginning of the year the 
list of stocks as a whole showed a price 
advance of 5.56 points. For the 10 
public utility companies the advance 
was 63.81, for 25 railroads 19.07, for 


10 iron and steel companies 7.46, and 
for 10 copper companies 6.19. The 
average price of stock of 5 rubber com- 
panies, on the other hand, has fallen 
10.05 since December 31, 1928. The 
stock of 9 motor companies declined 
6.57 points, of 5 leather and shoe com- 
panies 5.90 points, and of 5 tobacco 
companies 4.88 points. 

In the list of 66 bonds representing 
6 different classifications there was a 
slight increase of .26 points in the 
month of July and a decline of 2.14 
points since December 31, 1928. The 
price of 10 industrial bonds increased 
1.28 during July while 5 Liberty and 
Treasury bonds declined .23. 
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Do Deposits Measure Credit? 


A Defense of Dr. Friday’s Deflation Theory Against the Criticism 
of Norman Merriman and Arthur Wolkiser 


By LAMBERT T. FURTH 
{ Courtesy the New York Evening Post} 


Wolkiser attempt, in an article 

appearing in the August issue 
of THE BANKERS MAGAZINE, to dis- 
prove the contention of Dr. David 
Friday, as set forth in his article in 
THE BANKERS MacazINE for July, 
that we are in a period of deflation. 
I suggest that the arguments advanced 
are in need of a closer examination. 
Before proceeding to analyze the con- 
tention that “deposits are no_ real 
measure for the volume of bank credit 
outstanding,” it is, however, necessary 
to determine what bank credit is and 
how it comes into existence. 

Mr. Merriman and Mr. Wolkiser 
say, “We maintain that bank credit 
comes into being, not when a bank 
credits its customer’s deposit account 
but, on the contrary, when it charges 
a customer’s loan account.” Accord- 
ing to this theory every loan which a 
bank makes results in the creation of 
bank credit. Is this true? If a bank 
takes John Smith’s note for $100 and 
hands him $100 in gold, there has been 
a bank loan, but has there been the 
creation of any bank credit? Suppose 
instead of borrowing $100 from the 
bank, John Smith had gone to his 
brother, given him a promissory note, 
and taken away $100 in money. Has 
any bank credit been created by this 
transaction? Obviously not, if by the 
creation of bank credit we mean the 
manufacture of additional purchasing 
medium. The loan of $100 from John 
Smith’s brother in one case and from 
the bank in the other has given John 
Smith $100 more purchasing medium, 


but it has taken it away from some 
one else. 


N waite: Merriman and Arthur 


Thus a loan of cash, whether by an 
individual or by a bank, has the same 
effect, it merely transfers purchasing 
medium from one individual to an- 
other and does not add one cent to 
the amount already in existence. 


HOW BANK CREDIT IS CREATED 


Bank credit, on the other hand, is a 
means of doing exchange work, devised 
by man to supplement money because 
there is not enough gold to go around. 
Hence we may say that the manufac- 
ture of credit by a bank is analagous 


to the coining of money by the mint, 
in that it makes an absolute addition 
to the amount of purchasing medium 
in existence. The way a bank manu- 
factures credit is to give a customer 
the right to draw on it for a certain 
amount of money. That right to draw, 
in the form of checks, passes from 
hand to hand in practically the same 
way as money, except, of course, that 
it is not accepted by every one as is 
money, performs exchange work just 
as does legal tender money, and in that 
way puts into the hands of the people 
additional means by which goods and 
services can be purchased. 

The very essence of bank credit, 
then, is that it creates purchasing 
medium which hasn’t existed before, 
and it, therefore, arises only from loans 
in which a bank gives the borrower a 
right to draw on it for the amount of 
the loan, so if John Smith had taken 
his $100 loan, not in the form of cash, 
but in the form of a deposit with the 
bank, a right to draw, bank credit 
would have been created. In other 
words, bank credit, in spite of the 
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And now Detroit Comes 


New England 


HORTLY after the war a 
S New England manufac- 
turer went to Detroit to 
study the production meth- 
ods of a great automobile 
company. Hewasimpressed, 
returnedand reorganized his 
plant. And with traditional 
Yankee ingenuity he added 


a few ideas of his own. 


Today production experts 
from Detroit and other in- 
dustrial centers of the world 
com2 to New England to gain 
ideas from this factory. 


The significance? Merely 
that New England is alert, 
resourceful and prosperous 
today. Of 348 separate in- 
dustries listed in the last 
United States census, 217 
are represented here. And 
there are genuine opportun- 
ities here for new industries. 


As New England’s oldest 
and largest bank it is our 
business to know this terri- 
tory and its possibilities. It 
will be our pleasure to tell 
you any facts about it you 
may care to know. 


Te RI RST 


NATIONAL BANK of 
BOSTON 


1784 * * 1929 


CAPITALAND SURPLUS $50,000,000 


New England s Largest Financial I nstitution 
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statement of Mr. Merriman and Mr. 
Wolkiser, does arise “when a_ bank 
credits a customer’s deposit account,” 
and we may say that credit is purely 
and simply the right to draw money. 

A bank loan which does not give 
this right has nothing to do with 
credit; a bank loan which does give it 
has resulted in the manufacture of 
bank credit, since there is more pur- 
chasing medium in existence after the 
loan is made than before. 


HOW CREDIT 1S DECREASED 


With this understanding of the fun- 
damental principle of credit it is pos- 
sible to examine the first illustration 
which Mr. Merriman and Mr. Wol- 
kiser have offered in their attempt to 
prove that not all decreases in deposits 
represent decreases in credit. A cus- 
tomer borrows $10,000 which is given 
to him in the form of a deposit, so 
$10,000 of credit has been manufac- 
tured. The next day he withdraws 
that $10,000 in cash, and the authors 
of the article contend that this de- 
crease of deposits has not resulted in 
a decrease of credit. With a clear un- 
derstanding of credit we can, however, 
see at once that this has decreased 
credit. The test is whether or not a 
right to draw money has been ex- 
tinguished. If the $10,000 had been 
withdrawn in the form of checks, and 
these checks had been deposited in 
various other banks, there would have 
been no decrease in credit, for the 
tight to draw $10,000 would merely 
have been split up, parts turned over 
to various people and deposited in 
various banks. There would have been 
a transfer of credit but no decrease, 
since the same amount of rights to 
draw money and, therefore, the same 
amount of purchasing medium would 
exist after the withdrawal as before. 
When, however, the $10,000 is with- 
drawn in the form of cash, that right 
to draw money has been completely 
extinguished, which means that that 
much bank credit no longer exists. 

The mistake of Mr. Merriman and 


Mr. Wolkiser comes from their failure 
to realize the significance of the with- 
drawal of a bank deposit in cash. The 
significance of such a transaction is 
that it completely extinguishes the 
right to draw on the bank which the 
depositor previously possessed, or, in 
other words, that it wipes out that 
much bank account. A withdrawal by 
checks which are then deposited in 
other banks merely means that the 
right to draw has been transferred 
from one person to another and that 
a different bank has taken over the 
liability of meeting that demand. On 
the other hand, a withdrawal in the 
form of cash likewise extinguishes the 
original right to draw granted by the 
hank but does not replace it by an 
equivalent right on another bank. It 
is essential, then, in solving this prob- 
Jem of the relation of a decrease in 
deposits to the volume of bank credit, 
to see whether or not the total volume 
of rights to draw money has been 
lessened by the decrease in deposits. 
If, at the end of the transaction, there 
are in existence just as many rights to 
draw as there were before it took place, 
the volume of bank credit has not been 
affected. If there are fewer of these 
rights in existence, there has been a 
decrease in credit. 


EFFECT OF CAPITAL INCREASE 


Another 


illustration used by Mr. 
Merriman and Mr. Wolkiser to prove 
their point is the case of a bank 
which decides to increase its capital 
and offers new stock to its shareholders 
who pay by drawing on their bank de- 


posits. It is claimed that such a trans- 
action, while it decreases deposits, does 
not decrease the volume of credit. Let 
us take a specific case: 

The ABC national bank issues new 
stock at $100 a share, and John Smith 
buys one share. Being a depositor at 
the XYZ bank he pays for his stock 
by a check for $100 on the XYZ bank, 
payable to the ABC bank. As a re- 
sult the deposits of the XYZ bank are 
decreased by $100, and since the check 
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is not deposited to any one’s account 
at the ABC bank, there is no equiva- 
lent increase in deposits, so .for the 
country as a whole this transaction 
has resulted in a $100 decrease in de- 
posits. But how about credit? Has 
that, too, been decreased? Let us ap- 
ply the test. A right to draw $100 
has been extinguished at the XYZ 
bank. It has not been ‘-zansferred to 
any other bank, so clearly the volume 
of rights to draw money, which we 
call bank credit, has been decreased by 
this transaction. 

In order to understand how this 
right to draw $100 has been extin- 
guished it is necessary to examine the 
transaction more closely and to see 
what happened to the $100 check after 
John Smith handed it to the ABC 
bank in exchange for his share of 
stock. 

By giving that check to the ABC 
bank Smith turned over to it the right 
which he once possessed to draw $100 
from the XYZ bank. Suppose the 
ABC bank wanted that $100 immedi- 
ately. It would indorse the check, 
send it over by special messenger to the 
XYZ bank and would draw out $100 
in cash. Obviously, the same thing 
has occurred here as in the first ex- 
ample cited by Mr. Merriman and Mr. 
Wolkiser, which we have previously 
examined. The XYZ bank has turned 
over $100 in response to the demand 
for it, and that right to draw no longer 
exists, or, in other words, $100 worth 
of bank credit has been extinguished. 

Of course, it is highly improbable 
that one bank would ever present 
checks for payment at another bank in 
this way, but in the clearing-house 
where the banks ordinarily collect 
checks from each other, the principle 
is the same. If the ABC bank has 
checks on the XYZ bank for $500,000 
and the XYZ bank has checks on the 
ABC for $495,000, the whole matter 
is settled by the payment of $5000 to 
the ABC. This is, however, equivalent 
to the ABC sending $500,000 worth 
of checks by special messenger to the 
XYZ and drawing that amount in 
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cash, and the XYZ collecting its $495, 
000 in the same way. We may, there- 
fore, say that clearing a check is in 
effect paying it in cash, so that when 
John Smith’s $100 check passes through 
the operating of clearing, the XYZ 
bank has discharged the obligation to 
Smith by the payment of $100 cash, 
and that right to draw, or $100 of 
bank credit, has been extinguished. 

The reason this transaction of pur- 
chasing bank stock is different from any 
other purchase of stock can very easily 
be seen. If Smith buys with his $100 
a share of stock in the Pennsylvania 
Railroad, his check will pass through 
the clearing-house, the XYZ _ bank 
will, by paying cash, extinguish his 
right to draw $100, but that amount 
will be deposited to the account of the 
Pennsylvania Railroad in another bank, 
so a new right to draw has been created 
to take the place of the old one. When, 
however, the ABC bank has a check 
payable to itself and collects the 
amount of it at the clearing-house, it 
does not have to add that to any one’s 
account, so that no new right to draw 
has been created to take the place of 
the old one, which means that the 
volume of bank credit has been de- 
creased. The fundamental principle in 
this purchase of stock, which Mr. Mer- 
riman and Mr. Wolkiser have over- 
looked, is the one which has been pre- 
viously emphasized, that clearing is 
equivalent to the payment of cash, and 
that a withdrawal of cash from a bank 
deposit wipes out not only the deposit, 
but also the credit which that deposit 
represents. 


CONVERTED TO CAPITAL 


Now let us take a slightly different 


and more simple case. Suppose that 
Richard Jones, a depositor in the ABC 
bank, also decided to buy a share of 
its new stock. If he paid for the stock 
by a check on the ABC bank, the 
check would not be cleared, the de’ 
posit would not be paid out in cash, 
so the question arises, how does this 
transaction decrease bank credit? The 
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answer is a very simple one. By his 
check Richard Jones turns over to the 
ABC bank the right to draw $100, 
which he once possessed, or, to put it 
more accurately, he returns to the 
ABC bank the right to draw which it 
previously gave him. Obviously, that 


bank credit is no longer in existence. 
What has actually happened in the 
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case of the purchase of bank stocks 
with checks is that a demand liability, 
deposits, has been converted into a 
long-time liability, capital. The total 
liabilities of all the banks of the coun- 
try are, therefore, absolutely unchanged 
by these transactions, but the ratio of 
capital liabilities to deposit liabilities 
has been altered. 


Business Shows Planned by Bankers 
Exposition 


an aggregate capital of more than 

two billion dollars will hold a series 
of business shows at the Bankers In- 
dustrial Exposition, 11 West 42nd 
street, New York City, beginning Sep- 
tember 9, and a total of 250 trades 
will each be represented by a different 
business show, according to a statement 
issued by Milton W. Harrison, chair- 
man of the board of directors of Bank- 
exposition, Ltd., the permanent exhibit 
of everything of interest to bankers and 
industrialists. 

The plan to hold a business show 
for every business day in the year was 
decided upon at the last meeting of 
the board of directors. The purpose of 
the exposition is to co-ordinate every- 
thing used in the construction, equip- 
ment, decoration, and operation of banks 
and industrial organizations in one ex- 
hibit, and thus educate the manufac- 
turer as to the needs of the banker and 
the banker on the products of manu- 
facturers. It is also a clearing-house 
for ideas on banking and industrial 
problems of all sorts. Everything is on 
display and nothing for sale. The ex- 
Position is conducted as a super- 
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ehas been open since May. 
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clubhouse where men of business are 
invited to meet and discuss their prob- 
lems. 

In addition to the separate trade 
days, there will be a week devoted to 
every state, and many governors and 
state congressmen have accepted in- 
vitations to attend on the opening day 
of their respective state days. 

The Bankers Industrial Exposition 
It was 
primarily organized as an exhibit to dis- 
play everything in the nature of con- 
struction, equipment, decoration and 
operation of banking institutions. Visit- 
ing bankers were so enthusiastic over 
the benefits to be derived from such an 
exhibit that it was decided to open the 
exhibit to other industries as well. 

The value of so comprehensive an 
exhibit is that one may see on one floor 
in part of an hour, numerous types of 
business machinery, fixtures, furniture, 
novelties, burglar alarms, in short all 
the things that may interest a business 
it would take him 
weeks and months to discover and see 
separately. It is the short cut to mod- 
ern methods in business and as such is 
the mecca of all progressive business 
men. 





A NATIONAL CITY 
MAN CAN HELP YOU 


...Wwhen you want 
to adjust 


your holdings 


The National City Company employs a corps 
of economists, statisticians, and engineers 
whose duty it is to keep abreast of industrial 
growth, progress of invention, trade develop- 
ments and other economic changes which may 
affect the value of investment holdings. Ex- 
perienced bond men at our various offices will 
make available to you the benefits of this con- 
stant study and research. It will be worth your 
while to submit your bond list for an occa- 
sional analysis and review. 


The National City Company 


National City Bank Building, New York 
Offices in more than 50 cities throughout the world 
BONDS +» SHORT TERM NOTES »+« ACCEPTANCES 





Investment, Finance and Industry 


A Monthly Survey of Current Developments Affecting the Bank 
Investment Market 


Prepared exclusively for THE BANKERS MAGAZINE 


By PAUL WILLARD GARRETT 
Financial Editor of the New York Evening Post 
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rediscount rate by the Federal Re- 

serve last month drove some of 
the small traders out of the market 
temple poorer than when they entered 
but in one day those with means were 
back exhibiting their satisfaction over 
the clarified atmosphere. 

Either the Reserve became convinced 
that its “threatening” policy inaugurated 
in February was the wrong procedure 
or, diagnosing the market once more, 
determined to prescribe a change in 
medicine more fitting for the season. 
At any rate from admonition it went 
so adroitly into action that nobody 
suspected the substance of its threats 
until too late. The move up of a full 
1 per cent. to 6 per cent. in the charge 
for Reserve accommodation was the big- 
gest dose the market had been called 
upon to swallow from the hand of the 
money authorities in recent years. Yet 
once the dose was down the sensation 
for the patient was pleasant. 


Tost surprising move to a higher 


WHAT THE RESERVE EXPECTED 


What the Reserve expected was that 
an advance in the rediscount rate from 
¥ to 6 per cent. would check or at 
least discourage security loans by mem- 
ber banks on funds borrowed from the 


regional institutions. So long as the re- 
discount rate remained below the mar- 
ket rate the banks were put on their 
honor not to abuse the discount privi- 
lege. In effect the Reserve up to 
August § was offering money with one 
hand and denying it with another. The 
banks were under a constant temptation 
to borrow funds at the Reserve and 
reloan them at a profit. The Reserve 
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thus reckoned that a move to 6 per 
cent. would enable the member banks 
more effectively to turn aside the de- 
mands of their customers for loans on 
securities. The program was designed 
as a method for curtailing the volume 
of member bank borrowings. 

Perhaps the plan would have been re- 
ceived more seriously in the financial 
district except for another offsetting 
step taken simultaneously by the Re- 
serve. On the same day that the 
higher rediscount rate went into effect 
the buying rate on bills up to four 
months’ maturity was further reduced 
from 514 to 5¥% per cent. Beginning 
with August it is normal for the de- 
mand for Reserve bank credit to in- 
crease owing to a growth in currency 
and credit required in connection with 
the autumn crops. On July 12 the buy- 
ing rates at the Federal Reserve had 
been reduced. Consequently the sting 
of an advancing rediscount rate was 
largely removed by a simultaneous re- 
duction in the bill rate. It was appar- 
ent that while the Reserve desired to 
make the market pay more for its funds 
the Reserve was equally determined that 
industry should be supplied with an 
abundance of funds at rates relatively 
reasonable. 

In fact the Federal Reserve’s own ex- 
planation of its move given in the Au- 
gust number of the Federal Reserve 
bulletin would seem to indicate that the 
Reserve’s major concern was to reduce 
the bill rate to aid industry. After a 
long explanation of the reduction in the 
bill rate put into effect on August 9, 
emphasizing the heavy demands for 
credit that arise at that season to finance 
the crops, the bulletin adds innocently: 
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“At the same time, in order to con- 
serve the resources of the Federal Re- 
serve System, the discount rate at the 
Federal Reserve Bank of New York 
was advanced from 5 to 6 per cent.” 


MARKET ATTITUDE TOWARD RESERVE 


The impression the stock market and 
entire community got from this simul- 
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taneous upward revision in the redis- 
count rate and downward revision in 
the bill rate was that the Reserve would 
be the last organization in the country 
to raise a hand against business. It re- 
moved the fear that the Reserve might 
think it necessary even at the expense 
of industry to adopt a program designed 
to shake business confidence. So long 


as the Reserve is committed to a policy 








Stock Vatues Rise FAsTER THAN BROKERS’ LOANS 


It is interesting to note that in the past setbacks in the stock market usually have 
been accompanied by an expansion in brokers’ loans relatively greater than that in 


stock values. 


From the above chart it will be seen that the stock market breaks in 


March, 1926, in June and in December, 1928, and this spring all came at a time 
when the thin curve representing brokers’ loans rose to a level higher than stock 


values. 


While both loans and stocks have risen rapidly this summer the rise in 


stocks so far has been relatively faster than that in loans. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 


Harris, Forbes & Co., Ltd. 


Montreal 


of providing as reasonable money as it 
possibly can to industry the market will 
not object to paying a premium for its 
own funds. That is why the financial 
district now is watching the trend of in- 
dustry even more closely than money. 
It has the assurance of a group of New 
York bankers that the banks will use 
their efforts to prevent a flurry in call 
rates over critical money periods. What 
this means is that the New York banks 
will seek to keep money stabilized in 
order to maintain the country’s con- 
fidence in business. That they have 
adopted this program in the interests of 
business rather than the stock market 
makes no difference. The effect is the 
same. 

If the financial community is no 
longer concerned over the immediate 
future of the money market neither is 
it greatly worried for the moment over 
the future of business. For the seventh 
consecutive month in 1929 the Stand- 
ard Statistics Company's index of in- 
dustrial production has established a 
new record high for any corresponding 
month in history. Indeed the July 


Harris Trust and Savings Bank 
Bond Department 
Chicago 


Harris, Forbes & Co., Ltd. 
London 


rate of activity exceeded that for June. 
Taking the first seven months as a 
whole the index shows an expansion in 
industrial activity of 10.4 per cent. In 
itself such a growth in the volume of 
business is encouraging, and would rep- 
resent at least a corresponding growth 
in net earnings. But herein lies a secret 
of 1929 prosperity that has not been 
emphasized enough. For with a 10.4 
per cent. expansion in the volume of 
industrial production our industrial cor- 
porations have been able to increase by 
40.3 per cent. their net profits for the 
year to date. In other words, with a 
relatively small expansion in the volume: 
of business American corporations have 
been able to show a relatively large in- 
crease in net earnings. Beyond a cer- 
tain point in the production scale unit 
costs decline and profits expand enor- 
mously: Apparently American indus- 
try is now in that favored position. 
Whether this record rate of industrial 
activity will continue throughout the 
year is of course a question but after a 
careful survey of the whole business 
horizon the Standard Statistics Com- 
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BONDS-—2o znsure liquidity 
HE chart below—at the left | gprre es BONDS A 


—reflects the condition of - to fit the 
a bank located in a Middle West- INVESTOR 


ern farming community—a Lisvisron iat 
somewhat extreme situation, ad- 


HE chart below — at the 
right— sets a tentative goal 
for this bank to work toward. 
In view of local conditions, preg- 
ress will at best be slow and diffi- 


mittedly, but an actual one, and a good one for 
purposes of illustration. Ten years ago, during 
agricultural prosperity and the boom in land 
values, institutions such as this were often not 
particularly disturbed by the thought that 80% 
or more of their resources were tied up in local 


cult. This situation illustrates the principal that 
no bank should try to serve its local community 
beyond the point where it can do so safely. The 
credit requirements of the community, and even 
the bank’s earnings, important as they are, must 
be kept strictly subordinate to safety and the 
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The problem 
of your bank 


THE PROGRAM 
THAT DOES MORE THAN 
ENTERTAIN 
Tune in the Halsey, Stuart & 
Co. Program every Thursday 
evening. Hear what the Old 
Counsellor has to say. 

This program is broadcast over a 
Coast te Coast network of 39 sta- 
tions associated with the National 
Broadcasting Company. 

g p.m. Eastern Standard Time 
8 p.m Central Standard Time 
7 P.M. Mountain Standard Time 
6p.M. Pacific Standard Time 

( Daylight Saving Time, 
one hour later) 


needed degree of liquidity. 
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THE situation of each bank presents an in- 
dividual investment problem. This problem can be solved 
neither by the haphazard purchase of securities, nor by 
means of a ready-built plan designed to fit all banks alike. 
The solution calls for two steps —first, a thorough anal- 
ysis of the bank’s situation in order to determine its re- 
quirements; and, secondly, the working out and adoption 
of a policy and a program in strict accordance with its 
needs. Our long experience in planning bond reserves for 
banks is at your disposal. 

To what extent should the history of a bank's operations 
be considered in planning a bond reserve? ... Why should 
the nature of a bank's local loans be considered in choosing 
among bonds of different types? . .. What bearing should 
this factor have upon the size and liquidity of the bond re- 
serve?... What reference has the character of deposits to 
the structure of the bond reserve? 

A copy of our folder, Sound Investment Practice for 
the Commercial Bank, will be sent on request. 


HALSEY, STUART & CO. 


INCORPORATED 
CHICAGO, 201 South La Salle Street 
NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 
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INDUsTRY’s DEMAND FOR FuNps ExPANDS 


While the growth in the demand for loans on securities has been a potent factor 
in tightening money rates this year the above chart shows that member bank loans 


to industry likewise have expanded enormously. 


It will be seen that ever since 


the beginning of this year the volume of commercial loans has held persistently 


above that a year ago. 


Furthermore the seasonal expansion that usually comes 


in early fall started this year in early summer. 


pany, Inc., ventures the following con- 
clusion regarding what its production 
index will show for the completed year. 


INCREASED INDUSTRIAL OUTPUT LIKELY 


It says in part that “while a clouded 
credit outlook overhangs the business 
situation, the real sobering effect of 
credit stringency is not likely to make 
itself felt until after the fall period of 
seasonal activity in most lines. We ex- 
pect, therefore, that our production in- 
dex will, for the third quarter, average 
about 10 per cent. higher than in the 


same period of 1928 and, even assuming 
a rather sharp downward trend in cer- 
tain lines in the final quarter, will in 
that period average at least on a par, 
and probably somewhat higher than, in 
the same period of a year ago. For the 
year as a whole, industrial output in 
the United States should be at least 8 
per cent. greater than in 1928.” 

What makes this expansion in pro- 
ductive activity the more significant to 
the American banker is that its bene- 
fits so far this year have been widely 
distributed. If anything the July re- 
port indicates even a wider distribution 
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What these forces are and how the successful 
investor uses them to reap financial rewards 
by anticipating changing conditions and new 
developments are clearly set forth in a set of 
graphs which have just been prepared by our 
Department of Economics and Surveys. 


Federal Reserve Ratio, Call Money Rates, 
Commercial Paper Rates, Commodity Prices 
and their relationship to fixed interest bearing 
securities are shown on these graphs and ex- 
plained in language that will easily be under- 
stood by all classes of investors. 
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These graphs will be of special interest to 
bankers and their corporation customers. 
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We shall be very glad to mail this instruc- 
tive folder on request. 
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than before. Standard’s index of iron Government crop estimates, the indi- 


production in July rose to 133.4 from 
109 for July a year ago. Steel to 147.7 
from 122. Motors to 200.2 from 163.5. 
Tires to 236.8 from 197.5. Cotton to 
115.7 from 93.6. Wool to 99.8 from 
91.6. Silk to 169.9 from 144.9. Shoes 
to 123.8 from 120.1. Electric power 
to 190.5 from 171.6. Bituminous coal 
to 97.2 from 90.5. Petroleum to 191 
from 165. Paper pulp to 118.8 from 
110.8. Gasoline to 275 from 236.1. 
Sugar to 109.6 from 97. Chemicals to 
141.2 from 118.2. Copper to 128.9 
Irom 119.6. Lead to 115.3 from 103.2. 
And zinc to 129.7 from 121.4. In 
the entire list only three major groups 
reveal a level of productive activity be- 
low that for the corresponding 1928 
month. The index on wheat produc- 
tion fell slightly to 92’ from 93.7. That 
for cement to 169 from 177.2. And 
that on lumber to 100.4 from 107.6. 


FARMER'S PURCHASING POWER 


In this general connection it is inter- 
esting that, on the basis of the latest 


cated value of the country’s major agri- 
cultural crops reveals that the purchas- 
ing power of the farmer will be greater 
this year than last. Taking the Gov- 
ernment estimate and current market 
prices an indicated value of $5,840,- 
000,000 as against $5,179,000,000 a 
year ago is shown for corn, wheat, oats, 
rye and cotton. This 12.8 per cent. in- 
crease in the value indicated for this 
year is no final figure of course. It will 
be changed with succeeding crop esti- 
mates and changes in the level of agri- 
cultural prices. What it does show is 
that there should be no loss of rural 
purchasing power such as was feared 
late last spring. It means that from 
agricultural as well as industry the 
country may expect a good year. 
While the increase in the discount 
rate early in August induced heavy 
liquidation for one day the market be- 
gan to recover within forty-eight hours 
and has continued persistently upward 
up to the date of writing in late Au- 
gust. While the outstanding char- 
acteristic of the August market, there- 
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fore, has been one of advancing prices 
the substantial increase in the stock 
averages have created an illusion of 
mounting values more apparent than 
real. The Standard Statistics Com- 
pany’s daily weighted index of ninety 
stocks, carried by the New York Eve- 
ning Post, rose 13.3 points between 
July 31 and the close of business on 
August 21. This represented an in- 
crease in the public utility stock index 
of 18.2 points, industrials 12.3 points 
and rails 5 points. Yet the man who 
bought stock on July 31 in anticipation 
of a possible August bull market was 
making no such sure bet as these fig- 
ures indicate. Indeed he was taking no 
better than an even chance of coming 
out richer for his wager. The man 
who picked Standard Oil of New Jer- 
sey, U. S. Steel Common, American 
Telephone & Telegraph and General 
Electric stocks stood to win handsome 
profits in the so-called great bull market 
during the first three weeks of August. 
Indeed the man who picked anyone of 
327 listed stocks that sold both on July 
31 and August 21 stood to make 
money. But the man who picked any 
of the numerous other issues did not do 
so well. Indeed no fewer than 292 
listed stocks closed on August 21 at a 
level lower than that closed on July 31. 
Thirty-four stocks showed neither an 
advance nor a decline. Expressed in 
another way 50.1 per cent. of the listed 
stocks in the period under survey 
showed an appreciation, 44.7 per cent. 
lost ground and 5.4 per cent. neither 
gained nor lost. 


MARKET INCREASINGLY SELECTIVE 


What this means is that the market 
has become more and more a selective 
affair and that the quality stocks have 
been most highly favored. Investment 
trusts representing vast sums of funds 
for investment have been created with 
increasing rapidity in the last three 
months and in the main the quality 
stocks are the ones most in favor for 
investment trust portfolios. | Conse- 
quently the supply of quality stocks is 
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being gradually reduced through the 
formation of trusts. Since the accepted 
averages usually are computed from a 
selection of quality stocks it is perhaps 
inevitable that the averages tend to ob- 
scure rather than reveal the true status 
of markets like the present. These ob- 
servations on the stock market concern 
not only the immediate family of stock 
investors and speculators but the opera- 
tions of banks the country over. That 
an aroused public enthusiasm for stocks 
has affected the attitude of the country 
toward bonds at least temporarily no- 
body can dispute. Whereas in former 


years a majority of the new financing 
undertaken by our corporations repre- 
sented flotations of fixed interest-bearing 
obligations funds now are raised in 
greater volume through offerings of 
stock than through offerings of bonds. 


BOND MARKET OUTLOOK 


When bonds will begin to gain wide 
favor once more and when the price 
trend of the last year will be reversed 
in bonds nobody knows. That bonds 
around present levels are a buy rather 
than a sale is the view of the country’s 
best banking authorities though cour- 
ageous indeed is the prophet who will 
venture a prognostication of the time 
when the curve of bond prices will start 
definitely upward. In this general con- 
nection it is interesting to note what the 
Federal Reserve Board in its August 
bulletin says regarding the heavy sale 
of investments by member banks during 
the last year. The following extract 
explains itself: 

“Member bank investments have 
shown practically a steady decline for 
the past year, and at the end of July 
investments of reporting banks in lead- 
ing cities were approximately $700, 
000,000 below their peak level reached 
in June, 1928. The latest fig- 
ures available for all member banks re- 
late to March 27, 1929, and the course 
of investments for the subsequent 
months has been estimated on the basis 
of returns for member banks in leading 
cities. There were in recent years three 
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periods during which member bank in- 
vestments increased rapidly. These 
periods were the second quarter of 
1922, the last half of 1924, and the 
period from the beginning of 1927 to 
the middle of 1928. These were all 
periods when money rates were low 
and when member banks had funds at 
their disposal in excess of current re- 
quirements of their customers and seek- 
ing investment. At other times there 
were relatively small changes in the 
banks’ investments, but there has been 
no period since the beginning of 1922, 
until the last year, when investments 
tended downward for any length of 
time. Member banks usually increase 
their investment accounts at times when 
their resources exceed the current de- 
mands of their customers and when de- 
clining money rates make it probable 
that securities with fixed returns will 
appreciate in value. The course of 
member bank investments over a period 
of years indicates that member banks do 
not frequently diminish their bond hold- 
ings. During the period from March 
10, 1922, to June 30, 1928, there was 
an increase of $4,500,000,000 in mem- 
ber bank holdings of investments, which 
increased from 27 per cent. of the 
banks’ total loans and investments in 
1922 to 31 per cent. in 1928. During 
the past year firm money conditions and 
the continuous demand for credit to 
finance active business and a large vol- 
ume of security transactions, together 
with the heavy indebtedness of member 
banks at the Reserve banks, have 
caused member banks to dispose of a 
larger amount of investments than at 
any time in recent years.” 


WHAT ABOUT MONEY RATES? 


_Not the least interesting of the ques- 
tions pressing for an answer with the 
approach of autumn is what will happen 
to money rates. While the financial 
community is not so much puzzled over 
money now as it was, and while its 
concern for the moment is directed 
more especially to the trend in business, 
there is always an underlying appre- 
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hension that something might arise to 
unsettle what seems to be a stabilized 
condition in money. For a time the 
community was puzzled over the pres- 
ence of dear money throughout July 
but in its last bulletin the Federal Re- 
serve Board states plainly enough that 
the introduction of the new currency 
contributed substantially to this tight- 
ness. It says in part: “Another factor 
in the increased demand for Reserve 
bank credit has been the demand for 
additional currency caused by the issue 
of smaller size notes. Money in cir- 
culation, for reasons that have been dis- 
cussed in earlier reviews, was about 
$50,000,000 smaller in volume on the 
average in the second quarter of 1929 
than in the same period a year earlier. 
The temporary increase over the July 
4th Roliday was somewhat larger this 
year than last, and the return flow 
after the Sunday following July 4 was 
smaller than usual. The smaller de- 
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cline was due to the fact that on July 
10 the new currency was introduced. 


INFLUENCE OF NEW CURRENCY DEMAND 


It has been estimated that at its 
maximum the additional demand caused 
by the introduction of the new cur- 
rency increased the volume of money in 
circulation by $130,000,000; after two 
weeks the volume of money in circula- 
tion still appeared to be about $100,- 
000,000 larger than would otherwise 
have been the case. It may be expected 
that the currency demand from this 
source will gradually diminish and that 


this will in part offset the seasonal in- 
crease in money in circulation.” 

What the money authorities say in 
effect is that whereas the introduction 
of the new currency created a demand 
for additional currency that it is rea- 
sonable to expect this demand to 
diminish as time goes on. If so, we 
may anticipate something of an offset 
for the seasonal expansion in money 
circulation ordinarily occurring in the 
autumn. In other words the return 
flow of currency released as a result of 
the acceptance of new bills will con- 
tribute toward a stabilization of money 
rates this autumn. 


Stock and Bond Flotations for First Seven 
Months 


EW public financing in the 
N United States during the seven 


months to July 31, 1929, ex- 
cluding domestic and Canadian munici- 
pal, and all real estate issues, aggregated 
approximately $3,703,359,000 as com- 
pared with $3,569,387,000 for the same 
period of 1928, according to figures 
compiled under the supervision of Otto 
P. Schwarzschild, editor of American 
Underwriting Houses and Their Issues. 
The compilation includes stock issues 
as well as bonds and notes. Preferred 
stocks of a set par were considered at 
par, while all no par stocks were calcu- 
lated at public offering prices. The rec- 
ord was compiled from advertisements 
of syndicate offerings, and the head of 
the syndicate was assumed to be the firm 
appearing in the leading position in the 
advertisement. 
Harris Forbes & Company appeared 


of 1929 


as head of syndicates aggregating $304,- 
862,000 and again leads all other houses 
in this respect. The National City 
Company also ranks second again as the 
head of syndicates totaling $209,184,000 
and occupies the leading position in the 
total offerings as syndicate head or parti- 
cipant with $640,468,000. Dillon, Read 
& Company occupies third place among 
the houses heading syndicates with 
$159,986,000. Bancamerica-Blair Cor- 
poration ranks next with $153,500,000. 

The financing of the Shenandoah Cor- 
poration provided the outstanding, fea- 
ture of the July offerings. This com- 
prised an offering of $50,000,000 op- 
tional 6 per cent. convertible preference 
stock at par ($50) and 1,000,000 shares 
of common stock at $17.50 a share, the 
two issues involving $67,500,000. Both 
issues were offered by Goldman, Sachs 


& Co. 





Inventory Control and Verification 


An Authoritative Discussion, of Practical Interest to the Banker, 
Concerning Ways and Means of Assuring Verification of an 
Item of Major Importance in the Balance Sheet 


By C. O. WELLINGTON 
Of Scovell, Wellington & Company 


{ Continued from August ] 


man today realizes that the only 

foundation upon which he can 
build an adequate control of the various 
factors entering into the planned co- 
ordination of all departments of a busi- 
ness is to have completely detailed and 
current information about the inventory 
at all times. 

The basic requirement of a continuous 
inventory system is a material ledger. 
The first material record used was de- 
signed simply to give the day-to-day bal- 
ance of each material on hand, receipts 
and issues not being recorded as such 
but being merely used in calculating the 
changing balance. Such an abbreviated 
system soon being found inadequate for 
general control purposes, the next de- 
velopment was in the form of a card in- 
dex, one card for each class of material. 
On each card was shown the description 
of the material, the original inventory 
quantity, the individual receipts and is- 
sues, and the balance on hand. A re- 
finement added in many cases was the 
unit price, in order that information 
would be readily available, on the first- 
in and first-out basis or an average basis, 
for determining the value of the inven- 
tory at any time for accounting pur- 
poses. 

Such a record, however, was pointed 
primarily toward the determination of 
the balance of any material on hand in 
the stock room at any instant; and it 
eventually was recognized that real in- 
ventory control must take cognizance of 
known commitments against this bal- 
ance. Accordingly there was developed 
the material ledger in its advanced form, 
in which material on hand is shown but 
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in which material is also apportioned or 
reserved on the ledger before its actual 
issuance from the stock room. In other 
words, the criterion of judgment in in- 
ventory, control has become not material 
actually on hand, but material available 
for subsequent ,orders, this being the 
amount of material on purchase. orders 
plus the amount on hand in the stock 
room, less the amount of material ap- 
portioned on unfilled production orders. 
(In the case of retail or wholesale enter- 
prises, of course, sales orders take the 
place of production orders.) By thus 
working definitely to known needs, the 
inventory can be kept at the lowest point 
consistent with economical production 
and service to customers. 


ESTABLISHING MINIMUM LIMITS 


It is one thing, however, to conceive 
of the entire inventory investment be- 
ing maintained at this lowest possible 
point, and another thing actually to give 
effect to this principle in connection with 
the thousands of individual items in the 
inventory. The head executives should 
not be loaded with detailed decisions, 
while, on the other hand, stockroom 
clerks should not be allowed to make the 
fundamental decision as to how much 
money should be tied up in inventory. 
Successful operation of a continuous in- 
ventory control system requires the gen- 
eral policy to be determined by the head 
executives, with a detailed method sensi- 
tive enough to bring to their attention 
unusual points but systematic enough to 
allow the clerks to handle routine de- 
tails on a standardized basis. 

This means the adoption with execu- 
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tive approval of a standard minimum in- 
ventory for each item of material. The 
minimum limit, in the case of the ad- 
vanced type of material ledger, is the 
point at which the quantity available for 
future production orders is so low as 
to require the placing of purchase or- 
ders for additional material. (The quan- 
tity ordered may well be on a standard- 
ized “quantity to order” basis if condi- 
tions permit.) In establishing this mini- 
mum point consideration has to be given 
to the consumption rate, to the time re- 
quired for replenishment, and to a fac- 
tor of safety designed to provide against 
uncontrollable adverse circumstances; 
but experience proves that the point can 
be satisfactorily established, and satis- 
factorily used, provided due adjustments 
are made as required for business cycle 
changes and other altered conditions. 


DATA GIVEN BY MATERIAL LEDGER 
The material ledger constitutes the 


control-board of a continuous inventory 
control system, but it cannot be operated 


out of thin air. It must be accompanied 
by a well-devised system of purchasing, 


receiving, storing and issuing. Space 
prevents my going into these matters in 
detail; but when they are properly 
handled, with the resulting information 
passed through the material ledger, this 
record is the source of valuable in- 
formation. 

The material ledger, for instance, pro- 
vides definite and clear-cut information 
in regard to the material items which 
are slow-moving, or which are not mov- 
ing at all and are becoming obsolescent, 
it not obsolete. It thus makes easily ob- 
tainable the current reports which are so 
necessary to the proper control of these 
matters. 

Furthermore, with the material ledger 
showing prices, it is possible to prepare 
a monthly inventory report, classified in 
any way required for accounting pur- 
poses, which will translate into dollars 
the data as to actual balances on hand 
at the beginning, actual receipts and is- 
‘ues, and actual balances on hand at the 
‘nd. To prepare and summarize this 
information by hand would admittedly 


be a stupendous task in many cases; but 
the businesses that have become edu- 
cated to the advantages of tabulating 
and accounting machines find the work 
relatively simple. With one tabulating 
card punched for each item as to quan- 
tity and unit price, no individual exten- 
sions are necessary, for the machine au- 
tomatically sorts the cards by unit prices 
and adds the quantities, so that one 
price extension can be made for the total 
of each group. In this way a complete 
picture of the inventory investment and 
the current fluctuations therein can be 
quickly secured. 


NECESSITY FOR PHYSICAL CHECK 


Such a system of continuous inven- 
tory control must show in its material 
ledger quantities which are as nearly 
correct as possible, for a constant suc- 
cession of cases where ledger balances 
of available material are represented only 
by empty bins will undermine all confi- 
dence in the system. It should be ob 
vious, therefore, that it would be a wise 
precaution to see that the material ledger 
is made as dependable as possible. 

Under the continuous inventory sys- 
tem differences between ledger quanti- 
ties and actual quantities may arise be- 
cause of failure to make correct postings 
to the ledger, and also because of mis- 
takes or losses in the actual handling of 
the material. Errors of the first sort are 
clerical in type; proof with the control 
will disclose some of them, but complete 
elimination by clerical efforts alone 
would probably require a too extensive 
and costly system of internal check. Er- 
rors of the second type, which include 
under or over-issues and losses from 
theft, breakage and other causes may be 
lessened by improved storekeeping meth- 
ods, but probably not wholly eliminated. 
Whatever else may be done, therefore, 
it is usually found that to minimize the 
final errors resort must be had to a 
checking system which will provide for 
thorough verification of ledger quan i- 
ties against materials actually on hand, 
and for adjustment of differences. 

Varied procedures are followed in 
making such a verification, but two 
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stand out prominently. First, the counts 
may be made at different times in dif- 
ferent physical locations in the stock- 
room, so that all parts of the inventory 
are covered a certain number of times 
each year. Second, the counts may be 
made for specific items selected from the 
material ledger, regardless of physical 
location, because the minimum quantity 
limits have been reached. 

The second procedure is preferable, 
for various reasons. Time is saved in 
counting, for the work is done at the 
low points of stock. The frequency of 
the check is higher, and its application 
to individual items is better, for really 
it is not so important to count every 
item on a mere time basis as it is to 
count each item more often as transac- 
tions in that item increase, for the most 
active materials breed the most errors. 
Moreover, the material ledger is the 
best guide to inventory items that need 
attention t0 prevent undue, deterioration 
or physical-Joss. All in all, the second 
method gives a quicker, more frequent 
and more systematic check. 


BENEFITS OF CONTINUOUS INVENTORY 
CONTROL 


Continuous inventory control bestows 
tangible benefits of great value. It 
makes it possible to ascertain with readi- 
ness, at any time, a dependable figure for 
the inventory, which is essential to a 


determination of the net income. Cur- 
rent information as to what the net in- 
come has amounted to is important 
enough, to be sure; but continuous in- 
ventory control confers an even more 
important benefit, in that it assists ma- 
terially in seeing that this net income is 
as much as it should be. 

Inventory shortages mean costly in- 
terference with economical and efficient 
production schedules and poor service to 
customers, with consequent danger to 
sales. Excess inventories mean an un- 
necessary investment, with the corre- 
sponding heavier carrying charges; pos- 
sibly an over-supply in the least liquid 
Portion of the inventory—work-in- 
Process—with costly carrying charges on 
account of the impossibility of ready 


conversion into cash; possible financial 
costs required to make adequate provi- 
sion for materials outside of the ex- 
cessively stocked group; possible higher 
material prices on account of superflu- 
ous demands, and an increased danger 
of loss from physical deterioration and 
absolescence of stock. With an inven- 
tory, however, continuously held by con- 
trol at the point consistent with produc- 
tion and sales requirements, all these 
drains upon net income are reduced to 
the minimum. 


PRIVATE ACCOUNTANT’S RESPONSIBILITY 


Just what part does the private ac- 
countant play in all this, and what is his 
responsibility? Operating officials have 
a decided interest in the establishment 
of the standards of inventory control 
and in the proper interpretation of the 
data accumulated under control meth- 
ods, and they are directly responsible 
for the successful operation of changes 
in operating practice resulting from con- 
trol; but, all in all, their interest lies 
in the benefits of inventory control 
rather than in the precise means and 
methods by which such control is exer- 
cised. The latter are matters of ac- 
counting technique; and naturally the 
private accountant must be interested in 
them, but his interest is not single- 
phased. Touching as it does all aspects 
of purchasing, receiving, storing and is- 
suing, and operated with due regard to 
production and sales requirements, con- 
tinuous inventory control pertains in its 
details to the work of the factory ac- 
countant, and in its general results to 
the work of the financial accountant. 

From the point of view of the present 
discussion, therefore, our private ac- 
countant is more than the factory ac- 
countant, more than the general ledger 
bookkeeper, more than the internal au- 
ditor—he is the chief accounting execu- 
tive, and as such he must stand respon- 
sible for a thorough understanding of 
the ramifications of continuous inven- 
tory control, and for the initiative to see 
that all phases of this work are func- 
tioning properly in co-operation with 
all other parts of the whole organiza< 
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tion. If this requires the authority of 
an independent status in the organiza- 
tion, then such a status should be of- 
fcially provided. Happily there is in 
American industry a growing apprecia- 
tion of the fact that an independent 
status for the chief accounting executive 
gives the greatest assurance of realized 
benefits from accounting control. 


GROWING INTEREST IN PUBLIC ACCOUNT- 
ANT’S RESPONSIBILITY 


So much for the responsibility of the 
private accountant as it arises under the 
condition of either periodic physical in- 
ventories or continuous inventory con- 
trol. Let us now turn to the other part 
of my subject—namely, the responsibility 
of the public accountant in connection 
with inventories. The public account- 
ant is interested, from the point of view 
of constructive accounting, in the de- 
velopment of proper plans for physical 
inventories and, where conditions war- 
rant, in the installation of a modern sys- 
tem of continuous inventory control. 
From the point of view of auditing, 
however, he is interested in the final in- 
ventory figure; and here the main ques- 
tion becomes—whatever the private ac- 
countant may have done in preparing 
his inventory figures, what should the 
public accountant do when in the course 
of his audit procedure he comes to this 
item? 

Clinton H. Scovell of the firm with 
which the writer is associated took a 
very definite stand on this question in 
his address at the annual meeting of the 
Robert Morris Associates in November, 
1923, when he said, “In our opinion, the 
certificate by a firm of accountants which 
says ‘accepting the inventories as fur- 
nished us by the company’ is nearly use- 
less for your purposes” (referring to a 
balance sheet submitted as the basis for 
bank credit). In the following year 
Walter E. Sachs, before the New York 
State Society of Certified Public Ac- 
countants, told accountants that they 
ought to verify inventories. In spite of 
this challenge there was regrettably lit- 
tle discussion or action on the part of 


public accountants. In December, 1927, 
however, the writer reopened the mat- 
ter before the Robert Morris Associates, 
New England Chapter, with the state- 
ment that any banker who seriously 
wants an inventory verification, and will 
strongly support the idea, can find more 
than one auditor who is qualified by 
training and experience to perform this 
work satisfactorily, and who, far from 
shirking the task, will welcome it. This 
statement seems to have been opportune, 
for during the last year there has de- 
veloped an active discussion among ac- 
countants not merely as to theory of in- 
ventory verification but—more signifi- 
cant—as to ways of developing a work- 
able procedure. 

The New York Society, for example, 
has appointed a special inventory sur- 
vey committee, with the idea of evolv- 
ing a well-defined procedure which prac- 
ticing accountants generally may follow. 
The American Institute of Accountants, 
collaborating in the revision of the Fed- 
eral Reserve pamphlet stating approved 
methods for preparing balance sheets, 
has, in its conservative way, placed 
greater emphasis upon the verification 
of quantities, as the writer will explain 
later. The American Accountant, sum- 
marizing in unbiased fashion the views 
secured by it from representative public 
accountants, states that although there 
is a diversity of views as to methods, 
there does not seem to be a great dif- 
ference of opinion on the proposal that 
a larger degree of responsibility for in- 
ventories should be undertaken by au- 
ditors, and that out of the proposal may 
come a new routine procedure on the 
part of public accountants which will be 
of definite value to business men. 

The matter is moving along, but I am 
glad of this opportunity to discuss it 
further, for I feel that the better bank- 
ers understand the technical matters in- 
volved, the keener will be their support 
of progressive public accountants, and 
the more speedy will be the general 
adoption of proper methods of inven- 
tory verification. 


[To be concluded in October] 





... His UNION 


of 
BANKING IDEALS 


N addressing our first joint statement since 

the union of these two great banks was an- 
nounced, we are constrained to look back a 
few years into Chicago's financial history. 


50 years ago—the State Bank of Chicago 
was founded. Firmly intrenched in the 
minds of its founders were these fundamental 
principles: To counsel with men as neigh- 
bors. To meet the problem of the individual 
with generous understanding. To win—and 
merit—the lifelong loyalty of its friends. 


67 years ago—The Foreman National 
Bank was founded. Had the charters of 
these two banks been drawn at the same 
council table, their ideals could not have 
paralleled more closely. Through the years 
—the founders of this bank have lived and 
worked for an ideal. 


“To deal humanly with our clients, to 
share the common interests of our friends, to 


STATE BANK 


serve with generous understanding on a com- 
mon ground with our patrons, to make this a 
bank where people feel at home.” 


For years these two great banks have 
prospered as neighbors. They have been 
warm, friendly institutions with constant poli- 
cies—unvarying ideals. They have grown to 
recognize in each other the identical prin- 
ciples upon which the success of each has 
been assured. 


It was but a natural sequence—that one 
day these two banks should unite, in the in- 
terests of greater service to their patrons. 


The union will result in one bank of 
greater warmth and friendliness, and greater 
service to all who enter its doors. 


To this end we jointly pledge to our 
friends the same personal attention, the same 
officers to a man, in the new and greater 
institution. 


OF CHICAGO 


La Salle and Monroe Streets 


THE FOREMAN NATIONAL BANK 


THE FOREMAN TRUST AND SAVINGS BANK 
La Salle and Washington Streets 





The Future of Money Value 


A Consideration of the Question of Monetary Instability and 
Possible Remedies. for the Ills which It Causes 


By NorMAN LOMBARD 


way to the front—stabilized pur- 

chasing power. This was of 
relatively little importance until recent 
times, because long-time contracts in 
terms of money are comparatively new 
things. Leases were formerly made 
“in kind,” rather than for a cash con- 
sideration, and bonds, insurance poli- 
cies, and long-term contracts between 
employers and employes, on our mod- 
ern collective-bargaining basis, were 
comparatively rare not so many years 
ago. 

In fact, there was no satisfactory 
instrument for measuring fluctuations in 
the purchasing power of money until 
the English economist, Jevons, in the 
middle of the last century, applied his 
unusual mental powers to the practical 
development of the Index Number. As 
the measurement of variations usually 
precedes the discovery of causes and 
remedies in any scientific field, so we 
find this work of Jevons leading to 
progress in the monetary field. No such 
device had been used extensively thereto- 


A NEW idea of money is forcing its 
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fore, there being little need for a “money 
thermometer” to measure accurately the 
changes in price level temperatures, al- 
though the fluctuations were roughly 
sensed. Now, changes in price levels 
can be not only seen but measured with 
a high degree of accuracy. 

The extent and frequency of fluctua- 
tions in the purchasing power of money 
are demonstrated by the accompanying 
diagram, which shows how the com- 
modity price level has fluctuated over 
a period of a century and a quarter, 
according to figures furnished by the 
United States Bureau of Labor Statistics 
and based on its Index Number. Ex- 
pressing verbally the facts revealed by 
the diagram and disregarding the minor, 
or cyclical, fluctuations (also expressing 
the changes in terms of dollar-value 
rather than of price levels), we find that 
the dollar decreased in value between 
1861 and 1865 54 per cent. and rose 
in value in the next thirty-one years 
191 per cent. It fell in the succeeding 
twenty-four years 72 per cent.; that is 
to say, the dollar of 1896 was worth 
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Fluctuation of the commodity price level during the last century and a quarter. 
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Sum up these three truisms 
and consider the significance 
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itory and collection agent. 
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less than 28 cents in May, 1920. Be- 
tween May, 1920, and February, 1921, 
(nine months), its worth (purchasing 
power) increased 70 per cent. 

The derangements caused by mone- 
tary instability are very serious and far 
reaching in their social, economic and 
political consequences—national and in- 
ternational. We may briefly touch upon 
a few of these derangements before con- 
sidering possible remedies for the condi- 
tions described. 


FOREIGN DEBTS AND FARM RELIEF 


The foreign debt question is wrapped 
up in this problem of stabilization. It is 
evident that any debt settlement based 
upon a dollar of fluctuating value is not, 
properly speaking, a settlement at all. 
Monetary policies in the United States 
which would double the purchasing 
power of the dollar would double the 
burden of every debt payable in dollars. 
On the other hand, an inflationary policy 
in America, resulting in an increase in 
the price level—that is, a decrease in 
the purchasing power of the dollar— 
would tend to lighten the burden of 
every such debt. This rule applies with 
equal force to domestic and to foreign 
debts, to private and to public obliga- 
tions. 

Many believe that the farm relief 
problem will find its permanent and 
adequate solution only through stabiliza- 
tion of the purchasing power of the 
dollar. Obviously, the farmers have had 
cause for complaint. In order to in- 
crease production and “help win the 
war,” they provided improvements and 
machinery at constantly rising prices, 
incurred debts, expanded their farms. 
More than forty million acres of pasture 
land were plowed up and planted to 
crops as a part of this effort. Then 
there followed a period of deflation, that 
ls, of price decline, which meant that the 
burden of every debt which every one 
of these farmers had incurred was in- 
creased. The value of what they pro- 
duced decreased; but their mortgages 
and their interest and tax burdens, being 
stated in terms of dollars, remained fixed. 


As is always the case after such a period, 
there followed a demand for legislative 
relief, for some magic panacea to set 
things right. 

The farmers, of course, were not alone 
in having just grounds for complaint, as 
manufacturers and merchants suffered 
from the same causes. However, re- 
adjustments are more painful to agri- 
culture than to industry because in the 
former case they are more long-drawn 
out, more productive of personal dis- 
comfort and hardship. Also, business 
men are freer to adjust their affairs to 
a changed basis than are farmers. 


INVESTMENT POLICY 


In selecting investments, this matter 
of a fluctuating dollar is one of deter- 
mining importance. Obviously, a fixed 
income is more desirable in a period of 
falling prices than when prices rise, and 
this may be had from bonds and similar 
forms of investment affording a fixed 
return; but one wants increasing income 
during periods of rising prices, and this 
is to be had by buying stocks, commodi- 
ties, or real estate. 

Such facts are demonstrated by a con- 
sideration of the relationship between 
the number of business failures and 
fluctuations in the purchasing power of 
money. When prices rise, the per- 
centage of failures is decreased. If they 
rise fast enough and far enough, it is 
almost impossible for a business to fail! 
Witness 1919. When prices fall, how- 
ever, business wrecks strew the sea in 
every direction. Witness 1921. Boom 
followed by wreck. 

We can realize why a stable money 
is important in eliminating business un- 
certainties when we stop to think that 
money enters as one part of the contract 
into nearly every business arrangement, 
the other side of the contract being 
stated in terms of some other unit of 
measurement—the ton, the gallon, the 
bushel, the yard, or what not. There- 
fore, we may say that the stabilization 
of the unit of value is equal in im- 
portance to the fixation of all other com- 
mercial units put together; and not only 
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that, because dollars enter into contracts 
where no other unit of measure is stated, 
such as contracts to pay future dollars 
in return for present dollars, like bonds, 
life insurance policies, bank accounts, 
annuities, pensions, and many others. 

The Midland Bank Limited of Lon- 
don, the largest private bank in the 
world, the chairman of which is the 
Right Honorable Reginald McKenna, a 
former Chancellor of the Exchequer, 
recently made the statement that: “A 
stable price level is a thing to be desired, 
second only to international and do 
mestic peace.” 

Sir Josiah Stamp says it “is the most 
bitterly practical of all questions” and 
to understand it is “the first necessity 
of thinking today on social questions.” 

“The stability of money,” says Owen 
D. Young, “goes to the very basis of 
life.” 

Can we regard these as extravagant 
summaries of the importance of this 
problem? 


THE CAUSES OF INSTABILITY 


The causes of fluctuations in the pur- 
chasing power of money are numerous. 
Every transaction of purchase and sale 
has its effect on some one price and, 
hence, on the general level of prices. 
Psychological factors, such as a feeling 
of timidity on the part of business men 
or, on the other hand, a feeling of con- 
fidence based on a conviction that a 
period of prosperity is in sight, may 
respectively decrease or increase the 
demand for goods and therefore tend 
to move the general price level down 
or up. Increased industrial efficiency 
makes for a lower price level of manu- 
factured goods; while improvements in 
agricultural methods or other causes of 
increased yields tend toward lower farm 
prices. Similar factors might be listed 
which would fill this magazine, all based 
on the old, familiar law of demand and 
supply. 

_There is one factor of the price level 
situation, however, which is frequently 
overlooked in discussing causes of fluctu- 
ations in price levels, as distinguished 


from fluctuations in individual com- 
modity prices; that is, changes in the 
demand for and supply of money. 
When A buys cotton from B, B is buy- 
ing “money” from A. It will univer- 
sally be conceded that the relation of 
the supply of cotton to the demand for 
cotton helps to determine the price at 
which this transaction will take place. 
It is not so universally understood, but 
is just as true, that the supply of and 
the demand for “money” are equally 
important factors. Economists may not 
agree that a reduction of, say, 10 per 
cent. in the quantity of money in circu- 
lation will cause a decrease of exactly 
10 per cent. in the general price level, 
other things being equal (the “quantity 
theory” of money), but there is almost 
total unanimity of opinion that such 
reduction will, unless counteracted, have 
a positive tendency toward reducing the 
price level somewhat. They will agree 
that, if it is desired to reduce the price 
level, this may be done by reducing the 
monetary circulation to a sufficient ex- 
tent. Similarly, there is almost total 
agreement that the price level may be 
increased, regardless of any counteract- 
ing forces, by increasing the monetary 
circulation. The testimony of the hectic 
results of war finance in Europe is con- 
clusive as to this principle. 


THE CONTROLLING LEVER 


Is this, then, the magic lever with 
which to control and stabilize the 
general level of prices or the purchasing 
power of money and, hence, to a con- 
siderable extent to stabilize production, 
employment, agriculture, commerce and 
trade, and to insure the maximum of 
general prosperity? 

There may be changes in the demand 
for or the supply of goods; foreign 
conditions may affect gold imports and 
exports; psychological forces may oper- 
ate upon the group business mind so 
as to bring changes in the velocity of 
circulation of money; but whether or 
not price level changes are due to all 
or any of these, can their net effect be 
offset by using the magic monetary lever? 
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Says the International Labor Office, 
“Those competent in the matter are 
becoming more and more inclined to 
return an affirmative answer.” 

Says Carl Snyder, “The evidence now 
seems clear that an excess of the rate 
of credit expansion over the growth of 
production and trade results merely in 
the familiar form of over-stimulation, 
inflation and speculation. If the rate 
of credit expansion falls below that of 
the normal gain in product, the result 
appears to be a crimping and contract- 
ing influence, bringing with it unemploy- 
ment and a check to the normal growth.” 

An increasing body of business states- 
men and monetary experts is coming to 
take the view that the component of all 
the forces tending to move the price 
level either up or down may be neutral- 
ized and the price level made to pursue 
the even tenor of its way, at least in 
so far as its major gyrations are con- 
cerned, by increasing or decreasing, as 
conditions may dictate, the volume of 
money and credit in circulation. 

This will seem to some a far reaching 
and astonishing statement. Not before 
we had learned the lessons taught by 
observing the results of the monetary 
policies incident to the war, could such 
a statement have been made with any 
convincing authority. Not without the 
development of modern statistical de- 
vices, such as the index number, and the 
improvement of central banking tech- 
nique, including rediscount control and 
open market operations, would it have 
been possible to enunciate such a 
principle in the hope that it would form 
the basis of future policies in monetary 
administration. 


STABILIZATION PLANS 


As regards methods and plans of 
applying this principle of controlling 
the monetary circulation as a means of 
sabilizing the price level, there is ample 


room for discussion. It may be inter- 
esting to discuss some of the plans which 
have been proposed. 

One is that espoused by the late Pro- 
fessor Lehfeldt of South Africa, who 


advocated control of the production of 
gold at the mines in such a manner as 
to stabilize its purchasing power. If 
gold falls in value—decrease production. 
If it rises in value—increase production. 
Just so, he argued, the South Africans 
stabilize the price of diamonds; similarly, 
the Brazilians valorize coffee. 

Another plan is that known as the 
Compensated Dollar Plan, so frequently 
linked with the name of Professor 
Fisher, viz., change the weight of gold 
in the dollar as the value of gold varies. 
In the last analysis, this is just another 
way of changing the number of dollars 
represented by a given amount of gold 
held in the gold fund. Consequently, 
it adheres to the principle of controlling 
the supply of dollars. 

There is much to be said, too, for 
the old, unmanaged, international gold 
standard as a natural automatic sta- 
bilizer. Undoubtedly, as general prices 
rise gold mining costs increase and gold 
production tends to lessen. Hence, 
there is a resulting tendency toward 
reduction of the world’s money volume 
and consequent lower prices; per contra, 
when general prices fall, there is a 
certain stimulus to gold production, 
followed by a tendency toward increased 
money volume and consequent rising 
prices. But this fortuitous form of 
stabilization is not equal to the demands 
of present-day business, with its hair- 
spring balance and narrow margins of 
profit; and there are means of defeating 
the natural effect of changing gold 
supplies, under our present credit econ- 
omy, which render manipulation under 
the cloak of the gold standard a constant 
temptation. As the use of substitutes 
lessens the value of the real article, so 
bank credit freely used as a substitute 
for gold cheapens the metal, that is, 
tends to lessen its purchasing power and 
to raise the price level in terms of gold. 

Something more is needed than an 
“automatic gold standard” which is not 
truly automatic. We must have a closer 
approximation to economic, business, 
labor and investment stabilization than 
the automatic gold standard affords. 

Some of the more radical plans for 
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stabilization boldly propose to do away 
with gold altogether as a monetary base, 
using paper exclusively and controlling 
its issue so as to keep its purchasing 
power stable. There seems no reason 
why such a money would not serve 
every useful purpose in an ideal, ra- 
tional society. However, it seems that 
we, of the present, being emotional and 
superstitious, must cling to our fetishes. 
Hence, some metal as a base for money, 
for which it can be exchanged on de- 
mand, seems to be a practical necessity; 
and gold is now the accepted metal for 
this use. The solution, therefore, would 
seem to lie in the direction of stabilizing 
the value of gold itself. 

This appears to be the view of the 
council of the League of Nations, for 
it has appointed a committee to study 
how this may be done. 


FUTURE PRICE LEVELS 


One can scarcely exaggerate the im- 
portance to business of estimating cor- 
rectly what will be the future price 
level. 

If one decides that the future price 
level will be higher than now maintains, 
he will probably buy stocks instead of 
bonds, will retain goods rather than ex- 
change them for book accounts, -will 
hold his real estate clear rather than 
lease it, will listen with sympathetic ear 
to suggestions of wage increases. On 
the other hand, if one estimates that 
prices are going to fall, he will be care- 
ful to keep his inventory at small figures, 
to lease his real estate for long terms 
to responsible tenants at such rents as 
he can get, to convert his stock holdings 
into bonds or some other form of in- 
vestment yielding a return expressed in 
a fixed number of dollars or pounds or 
francs; and he will discourage all ten- 
dencies toward increased expense and 
expansion on the part of his subordi- 
nates. 

As to the future, if we feel an urge 
to prophesy, we may cast up the account 
somewhat as follows: 

avoring an increase in the price level 
there are these factors: The large gold 


reserves in the vaults of the Federal 
Reserve banks, amounting to around 65 
per cent. of their deposit and note lia- 
bilities, as against the 35 or 40 per cent. 
required by law. The large volume of 
gold certificates in circulation, which 
might largely be replaced by Federal 
Reserve notes, the gold then going into 
the reserves. The tendency of gold to 
come to America by reason of payments 
on foreign debts due to our Government 
and to our people and in payment for 
the excess of exports over imports of 
commodities. The tendency of nations 
throughout the world to economize in the 
use of gold by operating their central 
banking systems on smaller reserve ratios 
and by adopting the “gold exchange” 
standard, which in effect increases the 
efficiency of existing gold reserves. 
Finally, the increased use of bank checks 
instead of coin and currency, not only 
in America but throughout the world. 
As factors tending toward a falling 
price level, we have: The feeling on 
the part of business men, based on 
historic precedent, that prosperity can- 
not continue but must be followed by 
a “slump,” and their consequent reluc- 
tance to borrow money from the banks 
for the purpose of purchasing goods and 
making improvements. The tendency 
for the amount of gold in circulation in 
foreign countries to return to pre-war 
volumes and for central banks to strive 
to get back to pre-war gold reserve 
ratios. The decreased rate of produc- 
tion of gold in the principal gold pro 
ducing regions of the world. The de- 
velopment of plans for putting India 
and other silver standard countries upon 
either a gold standard or a gold exchange 
standard. The habit of the people of 
India to bury the world’s gold or to tie 
it up in ornaments, sacred statues, 
elephant trappings, and the like. 
Finally, increased demand for gold due 
to the natural increase in population 
and in the volume of business. 
Obviously, it is impossible to gauge 
correctly all these factors and so we 
are left to this conclusion: that all in- 
vestment is a gamble and all business is 
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a speculation so long as our monetary 
system is left without a governor or 
stabilizer. 

Is there a way to avoid these un- 
certainties? 

Many people think there is a way 


Unusual Trend 


HE most remarkable industrial 
record for the first half of 1929 


has been reported by the steel in- 
dustry,” says the July 29 Guaranty 
Survey, published by the Guaranty 
Trust Company of New York. “Al 
though automobile output shows a 
greater relative increase in comparison 
with figures for other years, the gain is 
less surprising by reason of the fact 
that the motor industry is well known 
to be subject to such sharp fluctuations 
in activity. The comparatively stable 
steel industry has not only surpassed all 
previous records for an_ initial half- 
year by a wide margin, but it has also, 
for the first time in many years, reached 
a very high level of operations in the 
early months without experiencing a 
marked recession in the spring or early 
summer. in Ae 
The rate of production for the last 
even years is uniformly high in the 
early months, according to a chart 
gotten up by the bank; usually the peak 
is reached in March, though in some 
cases it has occurred in April. But in 
no instance before this year has the 
recession been deferred until after the 
end of the first half-year. The rate of 
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and that it lies through the application 
of the fundamental principle stated here- 
in and the insistence by an informed 
public opinion upon the observance of 
this principle in legislation and in the 
administration of our monetary affairs, 


of Steel Output 


output last month was almost exactly 
equal to that of May, and recent re- 
ports indicate that the July figure will 
show only a slight decline. 

“This striking record is of course, 
due in part to the phenomenal output 
of automobiles so far this year. But 
no single industry, however active, 
could have provided such a market for 
steel as has existed during the last six 
months. The demand that has made 
possible the maintenance of steel output 
at a record level cannot be traced to 
any one source. It is a reflection of 
true industrial prosperity distributed 
over an unusually wide range. Nearly 
all the principal consumers of steel— 
railway equipment manufacturers, the 
construction industry, petroleum and 
natural-gas producers and distributors, 
the tin-plate industry, and makers of 
agricultural machinery—have been op: 
erating at high levels, some at the high 
est on record. Notwithstanding the 
large output of steel, unfilled orders 
have declined only moderately .and at 
the end of June stood at a higher figure 
than on any corresponding date in the 
last five years.” 





Problems in Bank Credit 


By M. E. RoBERTSON 


THe BANKERS MaGazINE has secured the services of a capable credit man to 


answer the inquiries of readers on current problems of the, credit manager. 


Questions 


of general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGaAzINE, 71-73 Murray Street, New York. 


UESTION: Do you feel that an 

auditor's certificate reading, “the 
foregoing statement is a true and correct 
showing from the records reviewed as 
of June 30, 1929,” is a good cer- 
tificate and the kind a bank should 
accept? C.F. ?. 


ANSWER: We do not feel that the 
certificate is a very desirable one. What 
records were reviewed? That is the 
question that immediately arises in your 
mind. It is our belief that the accoun- 
tant in making his certificate should state 
the actual work which he did, that is, 
he should state the manner in which 
assets and liabilities were verified to 
substantiate their correctness as shown 
by the records. His certificate should 
give a clear idea to the banker as to 
what extent assets and liabilities were 
verified and the extent and scope of the 
credit. The banker will then be better 
able to gauge as to what value such a 
statement is over one that is un-audited. 
The auditor works for his client and 
not the banker, but let the banker insist 
on knowing whether the client is really 
having an audit made or just buying an 
accountant’s signature. 


QUESTION: One of our local mer- 
ants engaged in the furniture business 
does a large amount of business on 


Musical instruments. He sells these 
Instruments on a time payment plan by 


means of a lease. He has asked us to 
carry these leases for him, having the 
customers make their payments at the 
bank. We have never had any expe- 
rience along this line and would like 
your comments about it. M. L. W. 


ANSWER: As you are probably 
aware the general practice is to make 
such sales by means of lease over a long 
period of time. The purchaser buying 
the instrument in theory only leases it, 
makes monthly payments, and after a 
certain number of payments have been 
made, title passes to him. We assume 
that the customer of your bank has made 
this proposition to you because he is 
not qualified to borrow upon his own 
note. This, therefore, indicates that 
he is not a prime banking risk. We 
have never been enthused over such 
types of borrowing. Your bank becomes a 
collection agency and your cost mounts 
considerably if you handle a large 
volume of such details. In most in- 
stances, the purchaser of the instrument 
would be unknown to you and to check 
his credit standing and goodness would 
be a difficult and bothersome task. In 
case of repossession, you would have to 
rely upon the dealer to take up the 
balance of payments. Collection costs 
in such a line are high and while the 
value of the article is presumed to cover 
the unpaid balance, in case of reposses- 
sion, such may not always be the case, 
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Trust, Commercial, Investment 


Bean Plaza Trust Company offers every facility for 
the conduct of all phases of the trust business 


and commercial banking. 


Expert investment advice 


will be available to the bank’s clients through the 
Plaza Investing Corporation, an affiliated company. 


CAPITAL $2,000,000 


Plaza 


Co 


SURPLUS $1,000,000 


Jrust Company 


Filth Avenue at Gifty Second Street 


New York 


Michael H. Cahill, President 


for depreciation on used articles of this 
kind is very heavy. There are a number 
of companies engaged in financing sales 
ot this character, their charges are higher 
than normal interest rates and they are 
entitled to it for the work involved. 
Your dealer should finance such sales 
through a company of this kind. His 
customer, the purchaser, pays the charges 
and you are relieved of a tremendous 
amount of work and detail. You would 
be entitled to a fee on each collection 
and while this would offset your costs 
of handling such business, we still ques- 
tion its desirability from a credit stand- 
point. If the dealer is not worthy of 
credit upon an unsecured basis, we ques- 
tion very much whether the pledging of 
such leases would improve the credit 
rating. 


QUESTION: When a statement is 
presented to you showing loans payable 
to partners do you feel any criticism 
should be made of it? Would it not be 
possible for partners to withdraw such 
money? Your reply will be appre- 
ciated? C. B. H. 
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ANSWER: Ordinarily an item of 
loans payable to partners would arise 
through one of three reasons: 

1. Partners would not need profits 
and due to expansion of business or 
need for funds, they would leave such 
profits in the business in the form of 
advances, believing that the opportunity 
to repay them would come about in the 
near future. 

2. Need of temporary funds by 
business for expansion, etc., and part 
ners advance money. 

3. Inability to secure sufficient tem 
porary borrowings from banks. 

If the business is likely to need the 
money indefinitely and it is not purely 
temporary, then such funds should be 
placed in the partners’ accounts at the 
permanent risk of the business and not 
show as a liability. Hence, the first 
question to ask upon seeing such an item 
is, “Why not put these loans payable 
to partners in your partners’ accounts? 
By questioning, you should obtain a 
good explanation as to why they are 
carried where they are. So far as 
partners being able to withdraw such 
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money, it means little. Nothing is to 
prevent them from withdrawing part 
of their partners’ accounts, for that 
matter. The whole question here gets 
back to that old story of moral risk. 
If the partners are the type likely to 
withdraw “loans payable partners” and 
leave the other creditors high and dry, 
they are the type likely to “milk the 
business” in other ways. The best 
practice in such a risk is hands off. 
Such loans may indicate confidence on 
the part of partners in their business 
and its future. On the other hand, such 
loans may have been necessary because 
of lack of confidence by banks to extend 
proper credit. In short, though, is there 
any good reason why they shouldn't be 
put in partners’ accounts? 


QUESTION: Would you please 
advise as to whether it is satisfactory to 
accept the indorsement of a corporation 
upon an individual's note? We believe 
there is some question as to this point. 


G. B. F. 


ANSWER: In the experience of the 
writer, attorneys have always held that 
an indorsement of a corporation is 
worthless. We do not believe, therefore, 
that such indorsement should be taken 
because enforcement is highly improbable 
and very likely, under all circumstances, 
impossible. 


QUESTION: A dealer in instalment 
furniture has approached us for a line 
of credit upon his own note. We find, 
upon investigation, that he has been 
borrowing from a finance company 
upon the assignment of his receivables. 
Do you feel that under such circum- 
stances he is worthy of a credit line? 


o. Ge 


ANSWER: We do not think that 
a merchant borrowing from a finance 
company upon the assignment of re- 
ceivables is entitled to unsecured bank 
credit. He has assigned his best asset 
and it is our opinion that any merchant 
borrowing upon a pledge of current 
assets (receivables or merchandise) is 
not entitled to unsecured bank credit. 
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THE LIFEBLOOD OF A BANK IS PUBLIC OPINION 


Modern banks use modern methods to influence public opinion favorably. 
They erect massive buildings — install handsome fixtures — they advertise 
—they cultivate people —they seek new ways of being helpful. 

Checks made on La Monte National Safety Paper are important faciors 


in good will building — for two reasons: 


1. They please the depositor. 


2. They reflect the depositor’s—and your own—standing and dicnity 


Thus a withdrawal form becomes a good will builder. 

Send for the free booklet (3-K.) of sample La Monte checks. It 
shows how many other banks are using La Monte National Safety Paper 
—easily identified by its wavy lines—to help gain good will. George La 
Monte & Son, 61 Broadway, New York. 
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Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest Handed Down 
by State and Federal Courts Upon Questions of the Law 
of Banking and Negotiable Instruments 


STOPPING PAYMENT OF CASH- 
IER’S CHECKS 


Manufacturers’ & Mechanics’ Bank of 
Kansas City v. Twelfth Street Bank; 
Kansas City, Mo., Court of 
Appeals, 16 S. W. Rep. 

(2nd) 104 


S a general rule, payment of a 
Az check cannot be stopped. 
The owner of a cashier’s check, 
however, can stop payment where he 
has lost the check in a gambling game 
and there is a statute making void in- 
struments lost at gambling. 
The facts involved, in this case are re- 
cited by the court as follows: 


“The facts show that on October 22d, 
1927, defendant Goode procured from 
the plaintiff, a banking corporation in 
Kansas City, two cashier’s checks, in the 
sum of $500 each, payable to himself; 
that on November 2d, 1927, he pro- 
cured from the plaintiff five cashier's 
checks for $50 each, also payable to 
himself; that thereafter on November 
2d, 1927, in Kansas City, he together 
with one Guy Neece, Tate Dunn and 
others engaged in a dice game commonly 
known as shooting craps; in which he 
lost to Dunn all of the cashier's checks 
during the course of the game, or, if he 
did not lose them directly to Dunn, the 
checks having been used as money in the 
game, they ultimately fell into the hands 
of Dunn where they were at the con- 
clusion of the game; that plaintiff au- 
thorized Dunn to indorse the checks in 
plaintiff's name; that on the same day 
at about ten o'clock p. m. Dunn assigned 
and delivered the checks to the defen- 
dant Portman, receiving from him the 
full face value of the checks in cash; 
that on the following day Portman de- 
Posited the checks in the Twelfth Street 
Bank; that when the same were pre- 


sented to plaintiff bank payment thereon 
was refused for the reason that de- 
fendant Goode had ordered plaintiff not 
to pav same. Defendant Goode testi- 
fied that he stopped payment on the 
checks for the reason that the dice fur- 
nished by the other gamblers ‘were 
loaded.’ ” 


The plaintiff brought this action of 
interpleader, in which it deposited the 
amrount represented by the cashier's 
checks in court and left it to the court 
to decide as between Goode and Port- 
man, which was entitled to the money. 

The court held that the checks were 
not valid, even in, the hands of a holder 
in due course, under Section 5744 Re- 
vised Statutes of Missouri, 1919. This 
statute provides that all bills, notes, etc., 
“when the consideration is money or 
property won at any game or gambling 
device, shall be void.” Goode, the 
payee of the checks, was accordingly 
held entitled to the money. 

The opinion of the court reads in 
part as follows: 


“It is contended by the appellant 
Portman that it having been established 
by the testimony and the court having 
found that he was a holder of the checks 
‘in due course,’ he was entitled to re- 
cover, and that consequently the court 
erred in rendering a judgment in favor 
of the defendant Goode. By the terms 
of section 5744, R. S. 1919, it is pro 
vided: 

“*All judgments by confession, con- 
veyances, bonds, bills, notes and securi- 
ties, when the consideration is money or 
property won at any game or gambling 
device, shall be void, and may be set 
aside and vacated by any court of com- 
petent jurisdiction, upon suit brought 
for that purpose by the person so con- 
fessing, giving, entering into or execut- 
ing the same, or by his executors or ad- 
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CAPITAL, 


ministrators, or by. any creditor, heir, 
devisee, purchaser, or other person in- 
terested therein.” 

“And section 5742, R. S. 1919: 

““Any person who shall lose any 
money or property at any game or 
gambling device may recover the same 
by civil action.” 

“It is admitted by the appellant that 
under the provisions of section 5744 
that as between Goode and Dunn the 
transfer of the checks was illegal, but 
that even before the enactment of the 
Negotiable Instruments Act a cashier’s 
check or other negotiable instrument 
was valid in the hands of a bona fide 
holder for value and before maturity, 
and even if they were void in the hands 
of such a party before the enactment of 
the Negotiable Instruments Act, partic- 
ularly certain sections thereof (see sec- 
tions 838, 843, R. S. 1919), defining 
and relating to holders in due course but 
not mentioning gambling, that these sec- 
tions of the Negotiable Instruments Act 
changed the law as theretofore existing. 
Of course, there is no merit in the con- 
tention that prior to the enactment of 
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the Negotiable Instruments Act a check 
or other negotiable instrument given or 
transferred in a gambling transaction 
was valid in the hands of a bona fide 
purchaser for value before maturity. See 
Morris v. White, 83 Mo. App. 194. We 
do not think that the Negotiable Instru- 
ments Act changed the law in reference 
to the matter... . 

“There is no merit in the contention 
that in view of the fact that a cashier's 
check is ordinarily not subject to coun 
termand by the payee after indorsement, 
for the reason that it is merely a bill of 
exchange drawn by the bank on itself 
and accepted in advance by the act of 
issuance (see 7 C. J. 702), that Goode 
had no right to stop payment and appel: 
lant is entitled to recover. Here, the 
title to the checks was not in the en 
dorsee but remained in the payee in the 
checks. In contemplation of law there 
was no indorsement of them. The bank 
in issuing the checks did not agree to 
pay them at all events but only on the 
implied understanding that it would do 
so to the one lawfully entitled thereto. 
Appellant was not lawfully entitled to 
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the checks and, therefore, is in no posi- 
tion to complain that payment on them 
was stopped. McGinn v. Bank, 178 
Mo. App. 347, 354, 166 S. W. 345; 
Bathgate v. Exch. Bk. of Chula, 199 
Mo. App. 583, 205 S. W. 875.” 


NOTARY CANNOT AGREE TO 
SURRENDER FEES TO BANK 


Geddis v. Westside National Bank of 
West Paterson, Supreme Court 
of New Jersey, 145 Atl. 
Rep. 731 


An agreement by a notary, in the 
employ of a bank, permitting the bank 
to retain fees charged by him for his 
services as notary in connection with his 
duties in the bank is void. In the pres- 
ent case the plaintiff, who was a notary 
public, was employed by the defendant 
bank on a regular salary and it was 
agreed that all notarial fees for his serv- 
lees as notary should be paid to and 
retained hy the bank. 

After the plaintiff left the bank’s em- 
Ploy he ought this action to recover 
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the notarial fees which had been re- 
ceived and kept by the bank. The court 
held that the agreement between the 
notary and the bank was contrary to 
public policy and void, and that the 
notary was entitled to recover the fees. 
The opinion of the court reads as fol- 
lows: 

“This is a motion to strike out an an- 
swer. The complaint alleges that the 
plaintiff was employed by defendant; 
that while he was so employed he was 
a notary public of New Jersey and en- 
titled to receive certain fees as such 
notary for the protesting, which was 
connected with that office; that these 
fees were collected by defendant and 
kept by it. He is no longer in the de- 
fendant’s employ. The suit was brought 
by him to recover these fees. 

“Defendant answers, and admits these 
facts, but says that in consideration of 
the employment of plaintiff, pursuant to 
an agreement entered into between 
plaintiff and defendant, these fees all 
became the property of the defendant 
and were placed to its credit. 

“Plaintiff now moves to strike out the 
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answer on the ground that it sets up no 
defense to the action. 

“Counsel for plaintiff alleges that the 
assignment of the fees by plaintiff to de- 
fendant was void as against public 
policy. 

“Both counsel agree that a notary 
public is a public officer. 

“The assignment of future earnings 
of a public officer in this state is de: 
clared void as against public policy 
Schwenk v. Wyckoff, 46 N. J. Eq. 560, 
20 A. 259, 9 L. R. A. 221, 19 Am. St. 
Rep. 438. Counsel for plaintiff also 
cites cases to the same effect in other 
jurisdictions. But, inasmuch as this case 
is by our Court of Errors and Appeals, 
it is sufficient and controlling. One of 
the leading cases on this subject, cited 
by Justice Reed in the ahove case, is 
Bliss v. Lawrence, 58 N. Y. 442, a deci- 
sion by the Court of Appeals of the 
State of New York. 

“Counsel for defendant apparently 
agrees that such assignment is against 
public policy, but argues that by the ac- 
ceptance of his salary without objection 
and permitting the crediting of the fees 
to the defendant, plaintiff is now 
estopped from repudiating the agree- 
ment and from claiming that these 
notary fees now belong to him. The 
case of Love v. Mayor, etc., of City of 
Jersey City, 40 N. J. Law, 456, cited 
by counsel for defendant, is not in 
point. 

“In that case, Love was employed by 
the city at a fixed salary, which was re- 
duced during the term for which he 
had been elected. The court held: (1) 
The ordinance fixing the terms and 
salaries of municipal officers was not in 
the nature of a contract with such of- 
ficer; (2) the Legislature might author- 
ize the reduction of the salary of the 
collector appointed for three years, dur- 
ing the continuance of such term; (3) 
if Love continued in office receiving 
monthly payments during the term he 
thereby waived all objections to such re- 
duction. The case did not involve the 
question of public policy. 

“Counsel for defendant argues that 
conceding the invalidity of the bargain, 
because against public policy the plaia- 


ee 


tiff is estopped from alleging it at this 
time, because he never objected to the 
arrangement, and, without objection, 
permitted the bank to collect these fees 
and appropriate them to his own use. 
This contention seems to be supported 
by the cases of De Boest v. Gambell, 35 
Or. 368, 58 P. 72, 353, and Second Na- 
tional Bank v. Ferguson, 114 Ky. 516, 
71 S. W. 429. Both of these cases rec: 
ognize the doctrine that the agreement 
was void as against public policy, but 
both hold that by the acceptance of his 
pay without objection, he is estopped 
from setting it up at a later date. 

“In this proposition I cannot ac: 
quiesce. To permit one to retain the 
fees of a public officer, while the law 
demands that he, as such officer, per’ 
form the services, is one of the grounds 
which leads the courts to declare such 
an arrangement against public policy. 
It seems to me that, if the arrangement 
was against public policy, no acquies 
ence in such arrangement, by plaintiff, 
could operate to render plaintiff unable 
to claim the invalidity thereof. 

“There seems to be no doubt that, ex- 
cept where the agreement was void as 
against public policy, the plaintiff could 
waive any irregularities, but, if the con: 
tract was void ab initio, how could any 
conduct on the part of the plaintiff op- 
erate to make it valid, and thus frustrate 
the policy of the law in declaring it void 
on the ground that it was against public 
policy? The public interest lies at the 
bottom of the whole matter and the con: 
duct of a party could not frustrate the 
public interest.” 


BANK LIABLE IN DAMAGES FOR 
REFUSING TO HONOR CHECK 


Galloway v. Vivian State Bank, Su 


preme Court of Louisiana, 123 
So. Rep. 126 


A bank cannot apply the deposit of 
an individual to the satisfaction of 4 
note made by a partnership of which 
the individual is a member. 

If a bank does make such application 
of a deposit and then refuses to honor 
checks drawn by the depositor it will be 
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te of Los Angeles-First National Trust & 
ank and Security Trust & Savings Bank, two 
lest and largest banks in Southern California 


liable to him in damages for the humilia- 
tion thereby caused to him. 

Action by James Galloway against the 
Vivian State Bank. Judgment for plain- 
tiff, and defendant appeals. Amended, 
and, as amended, afhrmed. 

J. Fair Hardin, of Shreveport, 
appellant. 

Galloway & Johnson, of Shreveport, 
for appellee. 


for 


ST. PAUL, J.—This is an action to 
recover the amount of a special deposit 
of $6,081.21 in the defendant bank, 
credited to the a uc of “James Gal- 
loway, Special,” and appropriated by 
defendant to the full payment of one, 
and partial payment of another, of two 
hotes signed by Galloway & Whitten, a 
partnership engaged in drilling oil wells, 
and composed of this plaintiff and his 
son-in-law. Which said notes contained 
the usual clause authorizing the bank to 
apply to the payment thereof any funds 
on deposit to the credit of the drawer 
or other party to the notes. 

Now the funds to, the credit of the 
account of “James Galloway, Special,” 


J. F. SARTORI 
President and Chairman of the 
Executive Committee 


The Security-First National is fully 


equipped to do every kind of banking 
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Fresno and San Luis Obispo 
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NEW YORK REPRESENTATIVE 
PAUL K. YOST, Vice President 
52 Wall Street, New York City 


were derived entirely from the sale of 
certain real estate and of an oil lease, 
all belonging to James Galloway indi- 
vidually and not to the partnership of 
Galloway & Whitten, and hence were 
the property of James Galloway and not 
of the partnership. 

Of course the mandate contained in 
the notes of the partnership, a separate 
legal entity from the members who com- 
posed it, did not authorize the bank to 
apply to the payment of the partner- 
ship’s notes the money belonging to the 
individual members thereof. Raymond 
v. Palmer, 41 La. Ann. 425, 6 So. 692, 
17 Am. St. Rep. 398; 3 R. C. L. 591, 
“Banks,” §219; 7 Corp. Jur. 659, 
“Banks,” § 357. 

Hence the defendant contends that 
said special deposit by Galloway was 
made for the express purpose of taking 
care of said notes, and in proof thereof 
relies upon a letter of Galloway to the 
bank inclosing a check for the major 
part of the price of the oil lease, just 
then sold, in which the bank is directed 
to “collect and credit this check to ac- 
count of Galloway & Whitten, better 
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make special item, however handle as 
you please.” 

But the fact is that said special de- 
posit was made pursuant to an agree- 
ment made between Galloway and the 
three largest creditors of Galloway & 
Whitten, including the bank, that, in 
preference to forcing the sale of said 
assets, said Galloway should be allowed 
to sell the same when a favorable op- 
portunity offered and distribute the pro- 
ceeds pro rata among all the creditors. 


I, 


As the special deposit was not made 
by Galloway for the express purpose, 
as claimed by defendant, of paying the 
notes held by it, but on the contrary for 
the express purpose of distributing the 
same ratably among all the creditors of 
Galloway & Whitten, said deposit can- 
not be appropriated by the bank for its 
own special benefit alone, and to allow it 
to do so would amount to a breach of 
trust towards Galloway and towards the 
other creditors of Galloway & Whitten. 
Merchants’ & Farmers’ Bank & Trust 
Co. v. Hammond Motors Co., Inc., 164 
La. 57, 113 So. 763. 


II. 
When plaintiff drew checks on de- 


fendant in favor of the several creditors 
of Galloway & Whitten, each for his 
pro rata (18 per cent.), the defendant 
refused payment thereon, and said 
checks were protested and returned (all 
but a few). 

The trial judge therefore properly 
gave judgment against said defendant 
for the amount of said deposit, since de- 
fendant had no right to appropriate it 
as it did. But we think the judge im- 
properly refused to allow the defendant 
credit for the check which plaintiff had 
sent it for its pro rata of the fund, to 
wit, $1,260. This amount was clearly 
due the defendant both under the agree- 
ment under which the special deposit 
had been made, and because of the 
check given it by plaintiff and drawn 
against said deposit. The amount of the 
judgment against defendant should 
therefore be reduced from $6,081.21 to 
$4,821.21. 


BANKERS MAGAZINE 


If. 


As the defendant dishonored plain- 
tiff's checks, though it had on deposit 
sufficient funds to his credit to meet the 
same, we think the plaintiff is entitled 
to damages on that account. Spearing 
v. Whitney-Central National Bank, 129 
La. 607, 56 So. 548; Levin v. Commer- 
cial Germania Trust & Savings Bank, 
133 La. 492, 63 So. 601; Ott v. Kent 
wood Bank, 152 La. 962, 94 So. 899. 

But we think $1,500, allowed by the 
district judge, is too much. We have 
said enough heretofore to show that de- 
fendant’s credit and that of the partner: 
ship were at a low ebb, since he was al- 
ready discussing with the creditors the 
means of deferring payment and had 
obtained from them an agreement not 
to press their claims. We are speaking 
here of commercial credit; that is to say, 
ability to pay. His personal integrity 
was, of course, not impugned since the 
creditors were willing that he should 
personally attend to the liquidation of 
his affairs. There is nothing in the evi- 
dence which leads us to conclude that 
that commercial credit was, or could be, 
adversely affected by what occurred. But 
we do think that plaintiff was unduly 
humiliated and annoyed by having his 
checks turned down, when in fact he 
was trying to do the right thing towards 
his creditors, and was by this occurrence 
put in the light of deceiving them and 
issuing them worthless checks. It is true 
that the matter was duly explained to 
them, and they understood that the re: 
turn of the checks was due to no fault 
of his. Nevertheless the fact remains 
that he did have to explain the matter 
and was subjected to humiliation and 
annoyance by reason thereof. Our con 
clusion is that an allowance of $500 
would be sufficient and reasonable. un: 
der the circumstances and that the dam: 
ages allowed by the trial judge should 
be reduced to that sum. 


Decree. 


It is therefore ordered that the judg: 
ment in favor of plaintiff on the balance 
of account be now reduced from $6, 
081.21 to $4,821.21, with legal interest 
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from October 31, 1927, and that the 
judgment in favor of plaintiff for dam- 
ages be now reduced from $1,500 to 
$500, with legal interest from the same 
date. 

And, as thus amended, said judgment 
is afirmed; plaintiff to pay the costs of 
this appeal, and defendant to pay the 
costs of the lower court. 


NOTE NOT MADE VOID BY AD- 
DITION OF WORDS 
“WITH INT.” 


Falvo v. Provenga, Oneida, New York, 
County Court, 233 N. Y. 
Supp. 653 


A banker discounting a non-interest- 
bearing note for the payee made the 
notation “‘with int.,” merely to in- 
dicate that the payee was to pay in- 
terest on the amount of the note, and 
without any fraudulent intent. It was 
held that this did not amount to an 
alteration such as would vitiate the 
note and prevent the payee from sub- 
sequently enforcing it against the 
makers. 

Action by John B. Falvo against 
Edward J. Provenga and another. On 
the named defendant’s motion to set 
aside verdict for plaintiff, and for a 
new trial, under Civil Practice Act, 
$549. Denied. 

HAZARD, J. This action was 
brought to recover upon a promissory 
note for $800, dated October 30, 1927, 
and which purports to have been made 
by the two defendants to the order of 
the plaintiff and was payable in 90 
days after date. The note was not in- 
terest bearing. The plaintiff testified 
that he was requested to have the note 
discounted as a matter of accommoda- 
tion to the makers, who wanted to 
raise $800 upon it; that he went to his 
bank and procured the note to be dis- 
counted. © Understanding that the 
makers required $800, he was obliged 
to agree to pay interest on the note. 

ereupon he testified that the banker 
made a notation in red ink at the end 
of the note, and following the phrase 
value received” of the two words 


“with int.” It is urged upon this 
motion that this red ink notation 
amounts to a “material alteration” of 
the note, and that therefore the note 
is void, and the judgment which has 
been rendered for the plaintiff upon it 
should be set aside. 

Of course, there can be no doubt or 
argument over the proposition that any 
material alteration of a written con- 
tract or obligation will have the effect 
of voiding it. Negotiable Instruments 
Law, § 205. The question remains as 
to whether what occurred, as outlined 
above, constitutes a material alteration. 
By section 206 of the Negotiable In- 
struments Law, any alteration which 
changes the sum payable either for 
principal or interest is so considered. 
See subdivision 2. However, it seems 
to me that there remains a_ serious 
question as to whether the red ink 
notation, which was made by the 
banker as a memorandum of the fact 
that Falvo had agreed to pay interest 


at the maturity of the note, should be 
regarded as any alteration to the note 


itself. It seems to me, looking at the 
matter in a common sense way, that 
no such conclusion can be reached. 
Surely the banker, who made the red 
ink notation, had no such intention in 
mind. Incidentally, he made, besides 
the notation referred to above, three 
or four other notations in red ink on 
the face of the note, a very common 
practice among bank officials and em- 
ployes, as every one familiar with the 
business must know. It must be kept 
in mind that no effort was made to 
imitate the handwriting in the body of 
the note, and in all human probability 
nothing was further from the banker's 
mind than that he was committing a 
forgery when he indorsed the memoran- 
dum upon the note. I will admit that 
the practice is not to be commended. 
On the other hand, when it is done in 
red ink and as a part of the number 
of indorsements which they usually 
put upon their paper, it must in- 
evitably be harmless. No one should 
endeavor to claim interest on such a 
note because of such an addition. In- 
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cidentally, again, the plaintiff has en- 
deavored to do just that in this action, 
as his claim and the demand for judg- 
ment contained in the complaint both 
claim interest from the date of the 
note. The claim was utterly untenable 
and was abandoned on the trial. 

Of course, the burden was upon the 
plaintiff to account for the red ink 
notation, when he endeavored to en- 
force the note against the defendants, 
and this he did by the testimony re- 
ferred to above. In other words, he 
showed that the alteration was made 
by “a stranger to it.” National Ulster 
County Bank v. Madden, 114 N. Y. 
280, 287, 21 N. E. 408, 409 (11 
Am. St. Rep. 633); Gowdey v. Rob- 
bins, 3 App. Div. 353, 38 N. Y. S. 
280. It seems to me that, to have the 
effect of destroying the note, the al- 
teration must have been made with 
fraudulent intent. Meyer v. Huneke, 
55 N. Y. 412. In the case just cited, 
an offer was made to prove that the 
addition of the words “with interest” 


was done with intent to defraud, and 


the court said: “We think that the 
court below should have admitted this 
evidence.” Page 416. Further on in 
the same case (at page 419) the court 
refers to the important element of 
“intentionally exposed to injury” and 
adds: “The alteration may have been 
so skillfully made as to render detec- 
tion difficult.” 

All of these elements are foreign to 
the case at bar, in which obviously no 
effort was made to deceive anybody. 
Incidentally, in this case, the words 
“with interest” are partially erased, 
and the note as set forth in the com- 
plaint does not contain those words. 
It is probably true that, if the words 
in question had been added with any 
fraudulent intent, erasing them would 
not reinstate the note; but I am forced 
to conclude: that the explanation of 
how those words came to have been 
at one time added to the note is to be 
regarded, under the circumstances of 
the case, as a satisfactory one. Surely 
not every memorandum which may be 
indorsed upon a note by bank clerks 


will vitiate it. So far as my observa- 
tion goes, if such red ink notations 
would have that effect, about 98 per 
cent., if not 100 per cent., of the com- 
mercial paper now in banks in this 
locality would be void. It was held in 
Merchants’ Bank of Canada v. Brown, 
86 App. Div. 599, 602, 83 N. Y. § 
1037, 1040, that the addition of the 
indorser’s address upon the back of a 
note, following the indorsement, was 
“a mere memorandum” and had no 
effect upon the note. 

Granting that the addition of the 
words “with interest” is more impor: 
tant than the addition of a maker’s or 
indorser’s address, still, when such an 
addition is made palpably and obviously 
as an extraneous memorandum, I am 
compelled to believe that it would be 
unjustifiable to hold that such a pro- 
cedure would destroy the note. In- 
cidentally, if it destroyed the note, it 
would also destroy the original indebt- 
edness for which the note stands (Co- 
lumbia Distilling Co. v. Rech, 151 
App. Div. 128, 130, 135 N. Y. &. 
206), an effect which I do not think 
would be justifiable in this case, es 
pecially and particularly when the no- 
tation was made by a third party, 
wholly on his own motion and for his 
own convenience, and, so far as ap 
pears, without asking or obtaining the 
consent of the payee, who was en: 
deavoring to realize upon the note the 
amount which the makers were asking 
him to loan for them. 

The claim is made on behalf of the 
plaintiff that, inasmuch as the defense 
which we have been considering above 
is not pleaded, it is not available; but, 
inasmuch as the note as set forth in the 
complaint does not contain the added 
words, I think this claim is not tenable, 
but that the defendants might raise 
upon the trial, when the note was pro’ 
duced, the claim that it had been 
tampered with, and have the benefit of 
such a defense without pleading it, un 
der the circumstances. 

The motion to set aside the verdict 
for the plaintiff will therefore be 
denied. 
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The value of a 
New York Banking 
Connection with 
The Equitable 


50% of the country’s im- 
ports are cleared through 
the port of New York. 


The Equitable offers ex- 
ceptional facilities for fi- 
nancing foreign purchases 
through import letters of 
credit and can be of assist- 
ance by paying duties on 
imports and arranging for 
clearance of goods. 


New York is the primary 
market for the purchase of 
foreign currencies. It is 
common practice that pay- 
ment of drafts drawn under 
import letters of credit 
shall be mz Je in New York 
funds, 


The Equitable is one of 
the leading American banks 
in the purchase and sale of 
foreign exchange. 


Foreign offices of New 
York banks play an im- 
portant part in American 
world trade. 


The Equitable has offices 
in London, Paris, Mexico 
City and, through a subsid- 
iary company, in Shanghai, 
Hongkong and Tientsin. 
Through these offices and 
thousands of correspondents, 
The Equitable promptly fur- 
nishes current foreign trade 
and credit information, and 
can easily arrange funds to 
meet emergency demands of 
customers buying abroad. 
Banks and bankers of ail 
countries are familiar with 
Equitable commercial and 
travelers’ letters of credit. 


New York is the security 
market of the country and 
one of the principal security 
markets of the world. 


The Equitable’s main of- 
Jice, directly opposite the 
New York Stock Exchange, 
is in constant contact with 
all important security mar- 
kets. Customers receive 
prompt quotations and ef- 
Sicient execution of orders. 
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with your New York Bank? 


The value of a New York banking 
connection is measured not just by 
the number of services that can be 
obtained,but by the facilities offered 
for quickly obtaining them. 


The offices of our District Repre- 
sentatives provide a direct contact 
with The Equitable’s main office in 
the center of financial New York. 


Read the column at the left— then 
send for our booklet, “Equitable 
Service.” 
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TRUST COMPANY 
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BOSTON: 35 Congress Street 
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Effect on Europe of Tight Money in 
the United States 


By BENJAMIN M. ANDERSON, JR., PH.D. 
Economist Chase National Bank, New York 


{From the Chase Economic Bulletin} 


American stock market for loan 

funds have had a far reaching ef- 
fect upon the money markets of almost 
the entire world. I say the American 
stock market rather than the New York 
stock market because, although New 
York has the center of the stage, there 
has been a great growth in stock market 
activity in the local securities of almost 
every important American city, and be- 
cause there has been country-wide par- 
ticipation on an unprecedented scale in 
the activities on the New York stock 
market itself. Indeed, there has been 
almost world-wide participation in the 
trading in New York. Large transac- 
tions in New York, originating in 
Vienna, for example, are put through 
by cable, while London and Paris are 
very important participants indeed in 
our security transactions. 

Since the beginning of 1928, there 
has been a great rise in money rates in 
the United States. The rates on the 
stock exchange have risen sharply. The 
rates on open market commercial paper 
have risen from 4 per cent. to 6 per 
cent. and rates on prime customers’ com- 
mercial loans at the bank have risen 
roughly 1 per cent. These high rates have 
operated to tighten money in the world 
outside in two main ways: First, by 
leading to a sharp check in the placing 
of foreign bonds in our market; and 
second, by attracting foreign money to 
our market to be lent on call to the stock 
market, or to be placed in our accep- 
tance market. 


Ts ever growing demands of the 


BORROWING AND LENDING COUNTRIES 


In Europe, the result has been to cre- 
ate a definite financial strain. The lend- 


ing countries of Europe have ceased to 
be ready: lenders to the borrowing coun- 
tries of Europe, and, in some cases, have 
withdrawn funds previously lent. The 
borrowing countries of Europe, which 
for several years had adjusted their eco- 
nomic life to a large inflow of foreign 
funds, have found themselves suddenly 
pulled up short, with the necessity of 
paying rather than borrowing, and with 
the necessity of suddenly changing their 
economic activities so that they could 
pay instead of borrow. 

A borrowing country is an importing 
country. It brings in the proceeds of 
foreign loans in the form of goods pri- 
marily, and during the period when it 
is borrowing largely it has a surplus of 
imports over exports. Domestic de- 
mand is strong in a borrowing country, 
resisting the export of domestic goods 
and attracting foreign goods. When a 
borrowing country turns to the position 
where it must pay back what it has bor- 
rowed, the scene shifts. It develops an 
excess of exports over imports. Domes- 
tic demand is weakened, no longer at- 
tracts foreign goods in the same volume 
and no longer resists the export of 
domestic goods so effectively. 

When a transition of this sort comes 
gradually, it is easily accomplished. and 
relatively painless. When a transition 
of this sort must be suddenly made, 
however, it is almost inevitable that 
there should be a period of depression 
during which labor and resources are 
released from producing goods for the 
domestic markets to producing goods for 
export, and during which prices are re- 
duced so that the country may more ef- 
fectively compete in the export trade. 

The lending countries of Europe in 
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the last few years have been England, 
The Netherlands, Sweden and Switzer- 
land, and, more recently, France. Money 
has tightened sharply in London despite 


the special efforts made by British 
financial leaders to keep rates as low as 
possible, and London appears to have 
little leeway for further loans to the 
Continent at present. The Netherlands, 
where money has tightened a good deal, 
have been withdrawing funds from other 
countries, especially from Germany. 
Sweden has ceased to be a ready lender. 
Switzerland and Belgium have comfort- 
able money markets and could spare 
funds for investment abroad on a mod- 
erate scale. But the only European 
country which is in a position to make 
foreign loans on a great scale is France. 

Germany, which for several years had 
money thrust upon her by eager lenders 
outside, and which since 1924 has had 
foreign loans running far in excess of 
her reparation payments, finds herself 
suddenly on short rations indeed in the 


es 


matter of ready cash. Hungary, which 
has had a large volume of foreign loans 
until recently, is uncomfortable as a re- 
sult of the sudden cessation of such 
loans. Austria has not been borrowing 
very much from the outside world of 
late, and the Austrian money market 
consequently feels the outside pressure 
less. But even Austria’s rates have 
moved higher, and the money market is 
definitely firmer. 


POSITION OF GERMANY 


The tightening of the money markets 
of the world, with the sharp reduction 
in foreign loans to Germany, came at a 
time when Germany was under the ne- 
cessity of increasing her payments under 
the Dawes Plan from 1,750,000,000 
marks per year to 2,500,000,000 marks 
—a sharp jump in the annuities sched- 
ule, which might have occasioned difh- 
culties even with a normal international 
money market. It is a tribute to the es 
sential soundness of the German posi 
tion that Germany has made these pay’ 
ments in the changed situation, and con- 
tinues to make them. But the difficulties 
have been real, the German money mar- 
ket has been tight, and Germany has 
been short of cash. 

An acutely critical situation arose 
during the course of the negotiations in 
Paris which finally culminated in the 
Young Plan, designed to replace the 
Dawes Plan. For a time, late in April 
and at the beginning of May, it ap 
peared that the negotiations would be 
broken off, and that definite disagree- 
ment would result. A great deal of 
nervousness manifested itself in Ger 
many. Memories of the collapse of the 
mark in the “Inflation Time” are still 
fresh in the German mind. A quiet but 
very substantial movement of funds out 
of Germany began. Banks in The Neth: 
erlands, in Sweden, and in other coun 
tries found balances on German account 
increasing substantially, as Germans who 
had free funds began to place them 
abroad for safety. This greatly intensi 
fied an already difficult situation. 

But the Reichsbank held the situation 
vigorously in hand. The German banks 
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pany, are closely followed through every 
step until the money is collected. ‘This 
Company’s car tracing service automat- 
ically follows up goods shipped under 
arrival drafts, if not delivered on schedule. 

In this way losses on perishables are 
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held together loyally. New York, and 
possibly some other foreign money mar- 
kets, lent the necessary temporary as- 
sistance, and, with the restoration of 
confidence which came with the success 
of the Paris negotiations, German funds 
have returned home, and the Reichs- 
bank’s reserve ratio, which had ap- 
proached, if it had not gone below, the 
statutory 40 per cent., rose to 51.5 per 
cent. by June 22. 

But the essential difficulties remain. 
Germany, if unable to get large foreign 
loans, must reverse the direction of her 
industrial and trade activities. She must 
reduce long-time construction for domes- 
tic purposes and increase production for 
export. Her people must consume less 
and export more. Estimates recently 
made by German authorities indicate 
that Germany can get along with 1,500,- 
000,000 marks ($357,150,000) less of 
inventory than she is now carrying, and 
it is thought by some that she can in- 
crease her exports by this amount in the 
course of perhaps six months, which, if 
accomplished, would give her, of course, 
a substantial volume of foreign values 
with which to meet obligations. But it 
is probable that the main change will 
come, not so much through reduction in 
inventory, as through reduction in con- 
sumption, and reduction in domestic 
ong-time construction, with a greater 
Proportion of Germany's economic en- 
ergy devoted to the export trade. - Cer- 
tain observers in Austria and Hungary 


thought that they could see signs of in- 
creasing German competition in exports 
in May of this year. 

The German money market has a 
splendid discipline. The German finan- 
cial leadership is extraordinarily able 
and courageous. The Reichsbank is in 
a position to exert a tremendous au- 
thority, and does exert it; and outside 
money markets have a great deal of con- 
fidence in the Berlin money market. De- 
spite the difficulties which they them- 
selves experience in the tight money 
situation, they will doubtless meet Ger- 
many’s most urgent needs for the ac- 
commodation that she requires while ef- 
fecting her industrial transition. It is 
not impossible that Paris may do a great 
deal toward assisting the German posi- 
tion. Paris has already given Germany 
a good deal of short-term banking ac- 
commodation. Before the French public 
will take German long-time bonds, how- 
ever, it is probable that a good deal of 
education will be needed; and before 
the Paris capital market can take for- 
eign bonds of any kind in large quanti- 
ties, there is need for certain changes in 
the French tax laws which make the 
present cost of issuing new foreign se- 
curities in Paris very high. 

The Young Plan provides for a sharp 
reduction in the Dawes Plan annuities 
on reparation account. From 2,500,000,- 
000 marks, a year, the figure is to be 
reduced to slightly less than 1,600,000,- 
000 marks for the first year, with a ris- 
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ing scale of payments in following years. with respect to the liquidity of its as 


But this change does not take place un- sets, but also with respect to the conf 
til September 1, 1929, and meanwhile dence of the people in the soundness of 
Germany is making the full payment of its currency. But Hungary has a prob 
2,500,000,000 marks under the schedule lem, the solution of which requires for’ 
for the standard year of the Dawes eign capital. She is increasing her capi- 
Plan. tal by domestic savings, but these sav 
ings are not enough for her to carry out 
POSITION OF HUNGARY the program which her statesmen en- 

visage. 

Hungary is primarily an agricultural Excluding the $36,000,000. loan by 
country. Her population was already the Swedish Match Company, Hungary 
dense before the peace treaties, and since has had foreign loans as follows: 
the treaties the population in the present 
area has been increased substantially by Foreign Loans Contracted by Hungary’ 
the return of Hungarians, formerly resi- (000 omitted) 
dents in other countries, notably Ru- Converted 
mania, Czechoslovakia and Yugoslavia. Pengo Into Dollars 

Hungary, whose financial position 294,400 py 
was demoralized for several years follow? - Pry om rye 
ing the war, now has a well-adjusted 216,900 37.936 
financial fabric, and has an extraordi- 258,000 45,124 
narily able financial leadership composed = — 
in part of men who played Geile sie Te Fe de 
upon a greater stage in the old days of panjpe™m Finance of February 1, “7 
the Austro-Hungarian Empire. Her 
budget is in balance, and her central One good Hungarian authority indi- 
bank is in a strong position, not only cates the following as the main purposes 
414 





BANK OF ATHENS 


Established 1893 


Dr. 317.400.000 
Dr. 3.400.000.000 


Head Office: ATHENS, GREECE 
London Office: 22 Fenchurch Street, E. C. 3 


The Bank of Athens has a network of 96 branches covering 
every strategic point in Greece. In addition. the Bank has over 
100 correspondents throughout Greece. 


The Bank has branches in Egypt at Alexandria, Cairo and Port 
Said; and in Cyprus at Limassol and Nicosia. 


The Bank transacts every description of Banking business in 
Greece, Egypt and Cyprus. 


Special facilities are granted to American Banks for drawings in Drachmae and 
United States Dollars on the Head Office, Branches and Correspondents in Greece. 


Capital and Surplus ... 
Resources more than. . 


The Bank is adequately equipped to serve importers, exporters and mercantile in- 
terests as well as banks throughout the United States. 


New York Representative: 
The Bank of Athens Trust Company, 205 West 33rd Street 


for which 
capital: 

(1) Foreign loans to offset Hungary’s 
payments for service on her existing 
foreign debt, including reparations (the 
reparations item being small). 

(2) Capital for the improvement of 
agriculture. 

(3) Capital for the development of 
manufacturing. 

(4) A revolving fund of capital to 
enable Hungary to give long credits in 
the Balkan and West Asian trade, 
where the Hungarians feel themselves to 
be good merchants, in view of their 
knowledge of local conditions. 

The same authority regards $55,000,- 
000 a year as representing Hungary's 
maximum need for foreign capital, and 
would expect this sum to be rapidly re- 
duced year by year as increasing pro- 
duction growing out of capital already 
‘nvested enabled Hungary to increase 
her exports and to reduce her imports. 
_ The Hungarians feel that with their 
increased population as compared with 
pre-war times, and with their already 
intensively cultivated land, they must 


Hungary needs foreign 


use an increasing proportion of their 
labor in manufacturing activities. Of 
course, their labor might emigrate to 
other countries where capital is more 
abundant, but the difficulties of emigra- 
tion are great, in view of immigration 
restrictions of other countries, and in 
any case they feel it would be a tragedy 
to have a large part of the home-loving 
population forced to go away. 

In order that Hungarian labor may 
not be forced to go out to other coun- 
tries with more abundant capital to find 
opportunities for work, it seems not un- 
reasonable that the outside capital should 
come in to work with the labor. Italy 
was able to convert restrictions on her 
emigration into a positive asset by utiliz- 
ing the increase in her population in ex- 
panding industries with the assistance 
of foreign capital, and Hungary’s plans 
in this connection deserve sympathetic 
foreign consideration. With respect to 
her ability to utilize additional foreign 
capital in agriculture, there seems to be 
a general consensus of opinion among 
those who know the situation best that 
a great deal can be done here, and that 
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Hungarian agriculture has a promising 
future, even though the situation looked 
dificult this spring in view of the low 
price of wheat and an ill-advised hold- 
ing movement in wheat, in which the 
Hungarian farmers engaged last season. 

The sharp cessation of foreign loans 
to Hungary found her, from one point 
of view, better prepared than Germany 
was. There had not been such intense 
activity in Hungary as in Germany, the 
financial position was better liquidated, 
and the immediate shock was not so 
severe. On the other hand, Germany 


has carried much further than Hungary 
her industrial rehabilitation, and is in a 
position to put through an industrial 
readjustment, and export heavily, much 
more easily than Hungary. Germany’s 
plans for development are largely car- 
ried through. Hungary's are in the half- 


way stage. If Hungary does not get 
adequate foreign credits in the near fu- 
ture, she will be obliged to cut short 
various half completed plans. This will 
not mean a financial break. A firm 
policy will prevail. The exchange rates 
will hold. The National Bank will 
dominate the money market, and protect 
the currency. But the standard of life 
of the people will be reduced, and there 
may even be a pathetic emigration of 
part of the population. 

Even Hungary can make the neces- 
sary adjustments. In one way or an- 
other economic laws work out. When 
foreign loans cease and payments are re- 
quired, readjustments of prices and of 
exports and of imports will take place 
if the gold standard is firmly held to. 
In a similar situation, many years ago, 
Hungary met the problem by reducing 
416 


the price of her timber exports so much 
that she was able to increase them 
greatly, sending timber down the Dan- 
ube, through the Black Sea and the 
Mediterranean, and up the Atlantic 
coast to The Netherlands, where it com- 
peted effectively with Norwegian tim- 
ber. But it is to be hoped that the 
promising economic development of 
Hungary will not meet a rude setback. 


POSITION OF LONDON 


The British banks have gone far in 
the effort to revive British trade by ex- 
tending bank credit. Where they 
ordinarily look upon 50 per cent. of 
their deposits as a proper upper limit 
for “advances,” i. e., customers’ loans 
and overdrafts, and try to keep the 
other 50 per cent. of their deposits in 
the form of bills or cash or short loans 
against bills or other highly liquid as 
sets, they have allowed the percentage 
of advances to rise to over 56 per cent., 
and there has been a great deal of com- 
ment from British banks in their annual 
reports and in British financial journals 
to the effect that this level is uncom 
fortably high, and that they cannot go 
much further in this direction. In ad- 
dition, the drains upon the gold re 
serve of the Bank of England, particu 
larly those of June and early July, had 
reduced the reserve ratio of the banking 
department from 55.8 per cent. on May 
22 to 41.9 per cent. on July 10. Brit 
ain’s capacity to extend loans to the 
rest of Europe therefore is evidently 
greatly reduced, and new issues in Lon- 
don have not been going very well. The 
New York Times presents the following 
London dispatch dated July 5, 1929: 
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GENERAL BANKING BUSINESS 


Underwriters of the recent £5,000,000 is- 
sue of the Agricultural Mortgage Corpora- 
tion's 5 per cent. stock had to take up 81 
per cent. of the amount. This result, which 
was unexpectedly bad, has had the effect of 
postponing several issues of good quality un- 
til after the holiday period. 

Newfoundland has been a borrower in 
London this week, offering £1,232,800 in 5 
per cent. bonds at 98, but of this issue also 
the underwriters will have to take up a fair 
proportion. Industrial issues of new capital 
are now few, and none of importance are ex- 
pected until September. 


Concern lest our high rates should 
pull in a great deal of gold from En- 
gland was a restraining factor in Fed- 
eral Reserve policy during the whole of 
1928. It was relieved for a time through 
a rise in the Bank of England discount 
rate from 42 per cent. to 5Y2 per 
cent. early this year, but the pressure 
on sterling continued. One factor con- 
tributing to the pressure on sterling is, 
presumably, the very large holdings by 
the Bank of France of sterling exchange. 
The Bank of France does not buy gold 
in London and does not sell sterling in 
such a way as to break the sterling rate 
below the gold export point. But the 
opinion is expressed in London that 
whenever sterling shows any strength, 
there is French selling. For example, 
the following passage is taken from a 
London dispatch to the New York 
Times of July 5 of this year: 


On the other hand, the failure of New 
York exchange to recover as a result of the 
recent gold exports to America is a puzzling 
development. The suggestion is again made 
that this state of exchange rates is due to 
Persistent French demand for increasing its 
American balances through drafts on London. 


But a further important factor in the 
persistent weakness in sterling and the 
persistent loss of gold by England has, 
of course, been the cessation of Ameri- 
can loans to Europe, and the steady 
flow of funds from Europe to New York 
attracted by the high rates at the New 
York Stock Exchange. Much of this 
originates in London and more is medi- 
ated through London, and a special bur- 
den is placed upon sterling as a result. 
The London Statist of June 22, 1929, 
says: 


The persistent weakness of sterling ex- 
change on New York has at last led to a 
substantial shipment of gold from this coun- 
try to the U. S. A. For some weeks the 
sterling-dollar rate had hovered at or below 
the gold export point, yet little gold had 
left either the London open market or the 
Bank of England for shipment to New York. 
For some time it was customary for sterling 
exchange to make short-lived but effective 
recoveries whenever offerings of gold on the 
open market coincided with the departure of 
a fast boat from this country to New York, 
and thus, despite an average sterling-dollar 
rate which kept rather below the gold ex- 
port point, the Bank of England continued 
to be able to supplement its gold reserve 
out of the weekly arrivals of new South 
African gold. As time went on, however, 
the weakness of sterling—or rather the 
strength of dollar—became so marked that 
the cost of bringing about the required re- 
coveries in the rate became presumably ex- 
cessive. 


It is to be observed that the drain on 
England's gold has begun much earlier 
this year than it began last year. Sub- 
stantial shipments came to us from 
England only in the autumn of 1928, 
and the net result of all of our gold 
operations in the autumn, counting im- 


417 





Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


Bankino Business or Every 
DescriPTION TRANSACTED 


Paid up capita, 
and reserve funds 
Kr. 40,000,000. 


New Yerk Agents: 
The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


ports from England and the Argentine, 
exports and imports with Canada, and 
other factors, was a gain of only $19,- 
000,000. 

The foregoing does not mean, of 
course, that Britain’s position is funda- 
mentally weak. Basically, Britain has 
immense financial strength. If the Bank 


of Englazd chose to use its discount rate 
in accordance with pre-war policy, rais- 
ing the rate to check the outflow of 
gold, she could undoubtedly protect her 
position quickly and effectively—just as 
The Netherlands Bank, by raising its 


discount rate in the spring of this year, 
converted an outflow of funds into an 
inflow of funds, and speedily built up 
its foreign exchange reserve. Inciden- 
tally, it may be observed that the best 
Dutch opinion in May of this year was 
that the increased rates of interest in 
The Netherlands had not interfered 
with the good business The Netherlands 
were enjoying, and showed no indica- 
tion of interfering with that good busi- 
ness. England could also protect her 
position by borrowing on long term in 
foreign markets, and her credit standing 
is such that she could get the best terms 
going, even though the best credit must 
pay substantial rates at the present 
time. Germany has recently done both 
of these things, with the result that 
Germany has taken gold from England 
at a time when England’s basic credit 
position was far stronger than Ger- 
many’s. But it seems to be the dis- 
position of the British financial authori- 
ties to keep rates in the London market 
as low as possible for as long a time as 
possible, on the theory that this is neces- 
sary for British trade, and under these 
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conditions it is not easy to predict when 
the drain on British gold will be ar- 
rested. 


POSITION OF FRANCE 


The French money market is the one 
money market in the world which has 
immense strength and great capacity 
to expand credit. The Bank of France* 
has a gold reserve of 45.3 per cent. 
against demand liabilities, which is not 
high since the law requires 35 per cent., 
and since 40 per cent. is looked upon 
by the financial authorities as the point 


_ below which they would not wish to go. 


But the Bank of France has, in addi- 
tion, 25,971,000,000 francs of gold ex: 
change (over one billion dollars), the 
major part of which is probably held 
in London, but a large part of which 
is held also in the United States. If 
all of this were brought home in gold 
to Paris, the Bank of France could ex- 
pand credit enormously, and the French 
money market could absorb a great vol: 
ume of foreign securities. 

France has a natural and justifiable 
desire to convert her foreign exchange 
holdings into gold. As a first-rate 
financial center, she is unwilling to 
adopt as a permanent policy the carry’ 
ing of her reserves in the form of bal 
ances in foreign countries. France de- 
sires and intends to take her pre-war 
position as an entirely independent 
financial center with all the reserves 
of the central bank in the form of gold 
in vaults. Moreover, France sees clear’ 
ly the dangers of unsound credit expan: 


*Figures of June 14. 
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sion throughout the world when great 
countries employ the gold-exchange 
standard rather than the strict gold 
standard. 

But France can convert her foreign 
exchange into gold only by taking the 
gold from other countries, chiefly En- 
gland, but also very largely from the 
United States. In no case could France 
bring all of her foreign exchange home 
in gold, since rising interest rates abroad 
would lead to foreign borrowing in 
Paris, which would check the move- 
ment of gold to Paris and make a mar- 
ket for the excess foreign exchange hold- 
ings of the Bank of France. In the 
final equilibrium, however, France 
would have a substantially increased 
proportion of the world’s gold. 

In the present position of the inter- 
national money market, and in view of 
the situation in New York and London, 
France is moving slowly, cautiously and 
with special consideration for all the in- 
terests involved in this matter. Between 
December, 1927, and August, 1928, 
France did withdraw $310,000,000 from 
New York, and in 1927 and 1928 she 
took gold from London. 

Even in the first half of 1929, France 
has been able to add about $182,000,- 
000 to her gold reserves, but she has 
obtained much of this from Germany, 
while Germany in turn has taken the 
gold from London. 

It is to be observed that the position 
of France is very different from that of 
Germany with respect to taking gold 
from London. The Reichsbank has re- 
ceived a great deal of gold from Lon- 
don, but has not itseif bought gold in 
London. Rather it has held money 
rates high in Germany, has limited its 
buying of foreign exchange, and has 
compelled German institutions which 
Wished additional reichmarks to bring 
in actual gold as a means of getting 
them. The gold that has come to Ger- 
many from England, therefore, has 
come under strictly commercial opera- 
tions in view of the much higher rates 
of interest in Germany than in En- 
gland, ind in view of the consequent 
favorable position of German exchange 
in reletion to sterling exchange. 
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France might bring gold from Lon- 
don by the same kind of operation 
without incurring British criticism. If 
the Bank of France sold sterling in 
Paris for francs, forcing francs up and 
sterling down in the exchange markets, 
gold would go from London to Paris 
as an ordinary commercial transaction, 
and the Bank of France would gradu- 
ally exchange its sterling for gold—up 
to the point where the loss of gold 
forced England to raise her discount 
rates as a means of protecting her gold 
reserves. 

But if France employed this method, 
she would make high interest rates in 
Paris, which would defeat the general 
idea of making the French money mar- 
ket a great lending market. In selling 
sterling in Paris, the Bank of France 
would be paid in francs, which would 
lead to a contraction in the supply of 
francs in the Paris market, with a tight- 
ening of interest rates. France will ac- 
complish her purpose of making Paris 
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a leading lending market only as she is 
able to convert sterling into gold or 
as she is able to convert sterling into 
dollars, and then change the dollars into 
gold. Operations of this sort on a great 
scale today would disturb the interna- 
tional money market, and France has no 
wish to do this. But those who look 
forward to very easy money in the near 
future will do well to have in mind 
that easy money in all probability would 
be an immediate signal to the French 
money market to resume the process 
of bringing in gold, and, of course, 
an immediate signal to foreign holders 
of our acceptances and call loans to 
withdraw funds, and for domestic lend- 
ers of “outside money” at the Stock 
Exchange to recall the money they have 
put there under the lure of high rates; 
and that French imports of gold would 
mean exports of gold from New York 
and from London, with a tightening of 
rates in New York and in London. 

The full manifestation of the great 
financial strength of France, therefore, 
is a matter for the future. France has 
probably been holding back in her. finan- 
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cial evolution by uncertainty regarding 
the ratification of the debt settlement 
between the United States and France, 
in the absence of which France would 
be called upon to pay $407,000,000 to 
our government on August 1, in con- 
nection with the maturing debt for war 
stocks. * 

The development of the French posi 
tion as a great lending money market, 
moreover, has been greatly retarded by 
heavy taxation in connection with new 
foreign issues in Paris. Very much of 
the money lent by Paris, in the last two 
or three years has been lent in dollars 
or sterling rather than in francs, and has 
been lent on short term, rather than in 
funded form. When the tax laws are 
changed and new foreign issues in 
francs can be placed readily in the Paris 
money market, the real financial power 
of France will show itself. Then she 
can lend francs, instead of dollars and 
sterling, to foreign countries, and she 


*The French treasury is supposed to have 
foreign exchange holdings with which this 
payment could be made without drawing on 
the foreign exchange of the Bank of France. 
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can lend on long term instead of on 
short term. When she lends dollars and 
sterling, she is lending only her assets. 
When she lends francs, however, she 
will be lending her liabilities. She can 
expand her liabilities in a multiple ratio 
on the basis of her gold assets, and she 
can convert her dollar and sterling as- 
sets into gold at a sufficiently rapid rate 
to let her gold reserve keep pace with 
her expanding franc liabilities. 


IS MONEY GETTING EASIER? 


In gauging the position of the Ameri- 
can money market, we must take a 
world-wide view, and we must have a 
certain perspective in time—at least 
enough to allow for seasonal variations. 
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Money has shown certain signs of ease 
since the 20 per cent. call rate on March 
26, and since the 15 per cent. call rate 
on July 3. Time rates on the New York 
Stock Exchange, in particular, have 
moved down from 9-9!/2 per cent. at the 
high of the spring (May 24-25) to 7) 
per cent., and the acceptance rate has 
softened in July, even though commer- 
cial paper rates remain firm at 6 per 
cent., as compared with 52 per cent. 
on March 7 this year. 

But if we compare our position in 
June and July of 1929 with the same 
period of 1928, it is clear that money 
is decisively higher than it was a year 
ago, although we thought then that it 
was very high. 
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And if we look at the position of the 
world at large, it is clear that money 
is far tighter than it was a year ago, 
and that the financial strain is far great- 
er than it was a year ago. 

In Europe the change is impressive. 
England, The Netherlands, Germany, 
Italy, Hungary, Austria, Poland, Ru- 
mania, Finland and Danzig all show 
sharp increases in rates as compared 
with a year ago. The bank rate in 
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Sweden, which stood at 3!/42 per cent. 
in April of 1928 and at 4 per cent. in 
July of 1928, is now 4!4 per cent. Only 
Switzerland and Belgium seem to have 
been unaffected by the general world 
current, the Swiss private discount rate 
having moved slightly upward and the 
Belgian rate slightly downward. 

The discount rate of the central bank 
of Peru has risen from 6 to 7 per cent. 
in the course of the year. There has 
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recently been acute monetary tension in 
Brazil. The Argentine is feeling the 
tightening of money due to gold ex- 
ports earlier this year than last year. 
Rates in India were sharply higher this 
spring than last spring, though they have 
now returned to last year’s level. Japan, 
because of a special money market situa- 
tion, has been little affected by the gen- 
eral world situation. 

The change in Paris between the two 
dates is slight; the bank rate having re- 
mained unchanged, while the private 
discount rate, which averaged 3.12 per 
cent. in July of 1928, is 3Y% per cent. 
today. 

As indicated above, the drain on Lon- 
don’s gold has begun much earlier this 
year than last year. The same thing 
is true of gold exports from the Argen- 
tine. The gold that has come to the 
United States from the outside world 
during 1929 has undoubtedly operated 
to make money easier than it would 
have been. Between January 5 and 
May 25, for example, our monetary gold 
stock was increased by $174,000,000*, 
which :s 7.6 per cent. of our member 
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bank reserves on the latter date. But 
a much more impressive factor between 
January 5 and May 25 contributing to 
monetary ease was the decrease in money 
in hand-to-hand circulation of $261,- 
000,000* which is 11.5 per cent. of our 
member bank reserves. 

Those who anticipate that enough 
gold from England will come in to make 
money really easy here would do well to 
put England’s figures in perspective 
against our own, and they will also do 
well to reckon with the chances that 
French earmarkings may absorb much 
or even all of our gold imports. Late 
June and early July showed a revival of 
earmarkings as well as a revival of gold 
imports. With the new form of state- 
ment of the Bank of England, it is possi- 
ble to do this with a great deal of preci- 
sion. The cash reserves of the British 
banks held with the Bank of England 


*These figures are averaged for the week 
in each case, rather than exact figures for a 


single day. The “monetary gold stock” fig- 
ures are the resultant of “earmarkings,” and 
domestic production and consumption, as 
well as exports and imports. 


* 
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amount to approximately £60,000,000, 


or approximately $291,600,000. The 
reserves of our member banks held by 
the Federal Reserve banks amount to 
$2,380,000,000. The total reserve of 
the banking department of the Bank of 
England as of July 3 amounts to £46,- 
605,000, or $223,560,000. This is only 
the reserve of the banking department 
that comes into question. The gold in 
the issue department occupies the same 
position that the gold in the United 
States Treasury held against gold certi- 
ficates does. Only emergency measures 
can make it available to a limited extent 
to support the Bank of England’s de- 
posit liabilities, and these emergency 
measures are supposed to be taken only 
in an extreme situation. More gold 


may come from England before she 
adopts protective measures, and_ this 
would tend to reduce money rates dur’ 
ing the summer but the effect would 
ptobably be strictly limited to the sum: 
mer. When the autumn demand for 
hand-to-hand currency begins——the low 
point of this demand is in July and 
August—that factor alone would very 
much more than offset all the gold that 
England could send us, in its effect upon 
our bank reserves and our money posi- 
tion. The normal difference between 
the average of money in circulation in 
July and the average of money in cit’ 
culation in December is $370,000,000, 
a sum well in excess of the total re 
serve of the banking department of the 
Bank of England! 
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Foreign Financing in United States 


Canadian Railways Borrow Extensively—Several European Cor- 
porate Issues Introduced—Volume of Financing 
Increases During Quarter 
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By Pau D. DICKENS 
Finance and Investment Division, U. $. Department of Commerce 
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{Reprinted from Commerce Reports] 


REIGN financing in the United 
States during the second quarter 
of 1929 amounted to $212,000, 
000, of which $202,000,000 was new 
nominal capital. The volume of flota- 


— “= 
- . 


month of March because of a $100,- 
000,000 issue by an American corpora- 
tion then. The total new nominal of 
foreign capital issues in the United 
States for the first half of 1929 was 


oO 


tions was exceptionally low early in the 
quarter but increased substantially dur- 
ing the latter part. From $12,500,000 
for April and $55,000,000 in May, the 
total for June increased to $144,000,- 
000, the third largest June total ever 
recorded. The June figure was ex- 
ceeded during the first quarter by the 


slightly over one-half of that for the 
corresponding period of 1928. 

The greater activity in the field of 
foreign financing was the result of sev- 
eral factors, chief among them being the 
temporary easing of the money market 
in New York and the new feeling of 
confidence resulting from the agreement 
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JAMES STEUART, Chief Manager 


the half year amounts to £1. 


of the experts on German reparations 


payments. 


A comparison of American foreign 


financing during the first half of 1929 


with that of 1927 and 1928, by quarters, 


is presented in the following table: 


Total foreign securities publicly offered in the United States in recent periods 


Number of 
Period issues 


First quarter 

Second quarter .... 
Third quarter .... 
Fourth quarter .... 


Total, 1927 


1928: 
First quarter 
Second quarter .... 
Third quarter 
Fourth quarter .... 


Total, 1928 


1929: 
January 
February 


First quarter, 1929 52 


. quarter, 1929 41 


Half year 
426 


Total nominal 
capital 

$37,722,750 
833,494,614 
1,131,080,264 
718,147,450 
29,715,000 
813,244,700 
636,191,357 
675,112,963 
828,399,284 
495,662,100 
1,219,541,687 
1,329,920,750 
1,318,554,850 


377,387,700 
416,889,415 
266,611,645 
531,707,000 


1,592,595,760 


403,750,500 
645,184,000 
154,828,880 
284,098,300 


1,487,861,680 


36,481,500 
57,857,250 
179,690,850 


274,029,600 


12,456,700 
55,320,347 
144,625,600 


212,402,647 


486,432,247 


Estimated refunding 


to Americans 


$19,500,000 
7,750,000 
32,000,000 
1,600,000 
250,920,300 
151,000,000 
44,105,083 
146,121,300 
82,000,000 
291,047,945 
244,540,000 
183,895,200 


21,757,700 
55,960,000 
31,665,000 
107,500,000 


216,882,700 
100,969,500 
101,444,913 
16,000,000 
18,496,000 


236,910,413 


4,000,000 
5,750,000 


10,000,000 
10,000,000 
19,750,000 


Estimated new 
nominal capital 
$37,722,750 
813,994,614 
1,123,330,264 
686,147,450 
28,115,000 
562,324,400 
485,191,357 
631,007,880 
682,277,984 
413,662,100 
928,493,742 
1,085,380,750 
1,134,659,650 


355,630,000 
360,929,415 
234,946,645 
424,207,000 


1,375,713,060 


302,781,000 
543,739,087 
138,828,880 
265,602,300 


1,250,951,267 


———— 


32,481,500 
52,107,250 
179,690,850 


264,279,600 
12,456,700 
55,320,347 

134,625,600 

202,402,647 


— 


466,682,247 
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BANKERS INVITED 


FOREIGN BANKS ARE INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 
UR close contact with the commercial activities with five 


Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 





S. N. POCHKHANAWALA, Managing Director 


Government and Government-guar- by American companies for their opera- 
anteed corporate issues were in greater tions abroad continued heavy and pri- 
volume than during the first quarter of marily for use in Latin America. There 
1929, due principally to several flotae was a wide geographic distribution of 
tions by Canadian provinces and munici- corporate issues during the quarter, one 
palities and to large Government-guar- issue alone, by an American corpora- 
anteed corporate issues for Canada and _ tion, affecting activities in Canada, En- 
Chile. A feature of the corporate is- gland, France, Germany, Spain, and 
sues was the introduction of the shares Brazil. The destination of the capital 
of several British corporations to trad-. sought for the quarter's offerings was 
ing on the American market. Financing as below: 


Geographic distribution of foreign securities publicly offered in the United States during 
second quarter of 1929 


Class of securityand Number of 


destination of capital 


Governmental, provin- 
cial, and municipal is- 
sues, including corpo- 
rate issues officially 
guaranteed: 
Canada 
Latin America 
Noncontiguous 
American territories 
and possessions 


Corporate issues: 
Europe 
Canada 
Latin America 
Far East 
Noncontiguous 
American territories 
and possessions 


Total issues: 
urope 
Canada 
Latin America 
Far East 
Noncontiguous 
Am rican territories 
and possessions 


Total nominal 


capital 


$81,684,600 
24,500,000 


500,000 
106,684,600 


7,205,847 
40,187,200 
45,625,000 
11,450,000 


1,250,000 


105,718,047 
7,205,847 
121,871,800 


70,125,000 
11,450,000 


1,750,000 


212,402,647 


Estimated refunding Estimated new 
to Americans 


nominal capital 


$81,684,600 
24,500,000 


500,000 
106,684,600 


7,205,847 
40,187,200 
45,625,000 

1,450,000 


1,250,000 


95,718,047 
7,205,847 
121,871,800 


70,125,000 
1,450,000 


1,750,000 


10,000,000 202,402,647 
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intermediary? 





Department. 


4, When in Rome do 
3 F a transaction were to be consummated in New 


York, would not a sense of prudence dictate that 
none but a strong New York institution be selected as 


= 


as Romans do. 


In the handling of collections on this Island none 
but a thoroughly competent and strong organization 
with an intimate knowledge of local laws and customs 
can protect your interests. 


We cordially 


invite the use of our Collection 


BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL & SURPLUS, over $1,315,000.00 











EUROPEAN OFFERINGS LIGHT 


No European government issues were 
publicly offered during the quarter. 
There was, however, a $50,000,000 
credit to the German Republic in June 
which has not been included in this com- 
pilation. 

European corporate issues were 
neither large nor numerous. Three by 
Great Britain were not new issues, but 
they represent the first public offering 
of those securities in the United States. 
The other British issue represented 
American participation in a new British 
public-utility holding and operating com- 
pany. A $3,000,000 credit to the Ruhr 
Chemical Co. (Germany) was also es: 
tablished in June. 


CANADIAN RAILWAY ISSUES IMPORTANT 


Canada led all other areas in both 
governmental and total financing. Chief 
among the governmental issues were 
three for the Canadian National Rail- 
ways totaling $78,000,000, of which 
about $48,000,000 was offered in the 
United States. Other large issues dur- 
ing the quarter were the Province of 
British Columbia $10,156,000, the Prov- 
ince of Ontario $35,000,000, and the 
city of Toronto $10,274,000; of these 
$2,697,000, $19,900,000, and $3,504,- 
000, respectively, were offered in the 
United States. 


The Canadian Pacific Railway Com- 
pany exceeded other corporate borrow- 
ers with a common:stock and a bond is 
sue, the share of the United States being 
thought to be about $27,000,000. A 
variety of other industries were financed, 
chief among them being a public-utility 
company controlled in the United States 
and a department store. 


FIVE LATIN AMERICAN COUNTRIES 
FINANCED 


There were two Latin American gov 
ernmental issues—the State of Rio de 
Janeiro $6,000,000 gold bonds, to re 
fund a sterling issue of 1912 and for 
public works, and the $20,000,000 guar- 
anteed bonds of the Mortgage Bank of 
Chile, to be used mainly for agricultural 
loans. The largest Latin American cor’ 
porate issue was that of $32,000,000 of 
convertible bonds by the Lautaro Nitrate 
Company (Ltd.). This is a British cor 
poration, operating in Chile, with which 
American nitrate interests are closely as’ 
sociated. Two banking and investment, 
three public-utility, and one petroleum 
issue complete the Latin American total. 
There was a large stock issue by an 
American mining company which is not 
included in this compilation because it 
was issued in exchange for the stock of 
another American company. 
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The New Reparation Plan 


(From the Monthly Review of the Midland Bank Limited, London.) 


FTER the Dawes scheme, the 
Young report. It is difficult to 

say which is the more ingenious, 

but there can be no two opinions as to 
which holds the seeds of more far-reach- 
ing consequences to the world as a 
whole. As with all such documents, the 
desideratum of unanimity lays the re- 
port open to criticism at some points, 
less for what it says than for what it 
leaves unsaid. If, indeed, there is any 
solid ground for discontent with the 
latest report, it is to be found in the 
fact that it raises, by implication, a num- 
ber of important questions the answers 
to which will need to be long, and per- 
haps painfully, sought. A comparison 
of the Dawes scheme, which is about to 
complete its fifth year of operation, and 
the Young plan, whose fate has not yet 
been sealed, will bring some of these un- 
answered questions into the light of day. 


Let us begin with a question that is 
fairly easily answered. What is Ger- 
many to pay under the new plan, as 
compared with the old? Under the 
Dawes scheme, now in operation, the 
standard annuity is 2,500,000,000 gold 
marks. Over and above this fixed sum, 
a supplementary contribution, varying 
with a composite index of German pros- 
perity, is required in the event of the 
index being above the prescribed base. 
In addition, the payments are subject 
to increase or decrease according as the 
world value of gold, in terms of com- 
modities, falls or rises respectively be- 
yond a specified margin. Thus it was 
arranged that the real burden of the 
payment should vary directly according 
to German welfare, and should be un- 
affected by large-scale changes in the 
value of the world’s metallic monetary 
basis. In both these respects the repara- 
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tion settlement was in marked contrast 
with the various agreements respecting 
inter-allied debts. Under the new plan 
both the variables are swept away, and 
Germany is to pay prescribed sums 
ranging between about Rmk. 1,700,000,- 
000, and 2,400,000,000, for a period 
of thirty-six German fiscal years, fol- 
lowed by amounts of Rmk. 1,600,000,- 
000, to 1,700,000,000 for nineteen sub- 
sequent years, and of about Rmk. 900,- 
000,000 for three more years. Conse- 
quently the plan proposes a material re- 
duction in the pre-arranged annuities 
payable. This fact, together with the 
removal of the index of prosperity, is in 
Germany’s favor. The omission from the 
new scheme of the gold fluctuation pro- 
viso may or may not prove to be in 
Germany’s favor, according to whether 
the price level rises or falls. The balance 
of probability seems to be on the side 
of a fall, so that the removal of this 
ground of variability is more likely than 
not to be a concession, from Germany’s 
point of view. And here an important 
question arises. Was this clause 
abandoned because stability of the price 
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level was envisaged, or merely because 
the allied debt settlements contain no 
similar provision? If the second reason 
was the sole or predominant one, then 
we have here one among a number of 
recognitions, contained in the scheme, 
of the indissolubility of debts and rep- 
aration. If the first was uppermost, 
then we have a significant indicator of 
the ultimate ends in view in drawing 
up the plans for the projected Bank of 
International Settlements. On_ both 
these points more will be said later. 


REPARATION AND INTER’ALLIED DEBTS 


The size of the annuities, however, 
cannot be taken as standing alone in 
comparing the Dawes and Young 
schemes. The Dawes plan fixed no 
period for the annuities; the Young 
plan does. The new schedule of pay 
ments, indeed, constitutes an ingenious 
example of compromise between con 
flicting documents and interests. The 
Treaty of Versailles, which in this con 
nection has in practice been almost jet’ 
tisoned, required the Reparation Com 
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mission to draw up a schedule of pay- 
ments for settlement of the reparation 
debt within thirty years—a plan which 
soon proved entirely beyond the realms 
of possibility. By contrast, the various 
inter-allied debt settlements cover peri- 
ods of more than sixty years. The new 
schedule of payments provides for the 
covering of inter-allied debts throughout 
the whole period required for their 
liquidation, as well as for substantial 
sums on account of reparation proper 
during the earlier part of the period. 
Here, then, we have the closest possible 
relationship established, in authority as 
well as fact, between allied debts and 
reparation, and—perhaps even more 
significant—established by a committee 
presided over by an American expert. 
It must be remembered, however, that 
the American experts were appointed in 
such a way as to avoid any appearance 
of power to bind, or even implicate, the 
United States Government. 

In another part of the proposals the 
same connection is recognized again. 
It is provided that if in the course of 
time the liabilities, on inter-allied debt 
account, of reparation creditors are re- 
duced, the greater portion of the relief 
shall automatically be passed on to Ger- 
many. This is clearly an extension of 
the basic principle of the Balfour note, 
which has been written into various 
agreements, ratified and unratified, be- 
tween this country and her European 
allied debtors. It is a principle, admir- 
able in its generosity, which, now that 
it has worked its way into the subject of 
reparation, places a heavy, perhaps not 
entirely welcome, and possibly somewhat 
unjustified responsibility on the United 
States. Incidentally, it may be noticed 
that if the scheme is accepted as it 
stands, Great Britain will depart from 
the Balfour principle to the extent of 
abandoning her claim to reimbursement 
it respect of the surplus amount already 
paid to the United States, over and 
above the sums received from repara- 
tion and allied debtors. 

Bi org it would appear that the bal- 
I advantage under the new plan 
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certainly lies with Germany. The debt 
has been actually fixed, and the annui- 
ties reduced. What, then, is on the 
other side of the scales? In the first 
place, Germany herself is to grapple 
with the problem of transfer. It will 
be recalled that under the Dawes plan 
Germany's obligation was to be fulfilled 
when the required amounts of marks 
had been paid into the Agent-General’s 
account at the Reichsbank. On the 
shoulders of the transfer committee 
rested the responsibility for conversion 
into foreign currencies of the portion 
of the annuity payable in that form. 
Under the new plan the Agent-General 
and transfer committee, with the at- 
tendant commissioners and __ trustees, 
are all to be swept into the storehouse 
of historical relics, and Germany is to 
hand over to the proposed international 
bank not marks, but the amounts of 
foreign exchange required to liquidate 
her indebtedness. 
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GERMANY'S CAPACITY TO PAY 


Supposing, now, that Germany should 
find it impossible to fulfil this obligation 
without irreparable damage to her ex- 
change; what then? Under the Dawes 
plan provision was made, if it were 
found impossible to transfer the pay- 
ments, for marks to accumulate in Ger- 
many in prescribed forms and up to 
prescribed amounts, and for further 
payments to be curtailed, or even con- 
ceivably suspended, if the limits were 
reached. These arrangements, too, are 
to be swept away if the new plan is 
adopted. A portion of the annuity, 
namely Rmk. 660,000,000, is payable 
unconditionally throughout the period. 
Germany must pay this amount, and 
she must adhere to a full gold exchange 
standard—a dual arrangement which 
speaks volumes for the confidence of the 
experts in Germany’s paying powers. 
The balance of the annuity is subject 
to a right of postponement of transfer, 
on Germany's own initiative after giv- 
ing at least ninety days’ notice, for not 
more than two years. If this right is 
exercised, the sums affected must be 
handed over in marks, though Germany 
has the further right, after postpone- 
ment of transfer has been in effect for 
one year, to postpone payment of a part 
of the conditional annuity for a period 
of one year. Postponement, even of 
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transfer, it will be noticed, cannot be 
for more than two years, so that these 
complex privileges merely constitute a 
right to put off the evil day. The only 
chance of indefinite relief in case of ab- 
solute and patent necessity lies in the 
appointment of yet another committee 
to consider the problem in such twilight 
as may be available if such an evil day 
is born. The plan provides, in the event 
of postponement, or merely of a state 
ment by Germany that her exchange 
and economic position will be seriously 
endangered by further transfers, that 
the proposed international bank shall 
at once convene a special committee to 
investigate the position and recommend 
remedial measures. 

On these two accounts—the transfer 
obligation and the unconditional part of 
the annuity—Germany accepts new and 
heavy responsibilities. What, then, has 
the Young Committee to say on the 
question of ability to pay? The answer 
is: Very little. Presumably it was 
thought that the Dawes Committee had 
exhausted the question, though subse’ 
quent experience and the scaling down 
of the annuity under the new plan 
would hardly suggest that the subject 
had been finally closed in 1924. On this 
question significant figures relating to 
Germany's balance of payments in Ie 
cent years have been published by the 
Reichs Statistical Office. They may be 


summarized in tabular form as follows: 





BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Sociéte Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up. 


Frs. 60.000.000 
Frs. 38.000.000 
Frs. 18.500.000 


Branches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


Germany's net export (+) or import (—) surpluses, 1925-28 (millions of Reichsmarks) 


Commodity trade (including reparation 
deliveries in kind) 

Other current items (including 
cash reparation payments) .... aa 


1925 
— 2,439 e 


875 


1926 
gs ai 


1927 
— 2,987 


1928 
— 1,272 
— 1,775 


— 1,240 — 2,442 





Total import surplus, balanced 
by net borrowing abroad 


The table gives a general idea of the 
scope of German borrowings in the last 
four calendar years, and indicates clear- 
ly that reparation payments have been 
financed by the foreign investor. The 
absence from the Young report of the 
extended commentary that might have 
been expected on this aspect of the sub- 
ject suggests that the committee confi- 
dently expects one of two things to hap- 
pen—either a marked improvement in 
Germany's trading position, which will 
reduce her dependence on foreign re- 
sources, or alternatively an _ indefinite 
continuance of that dependence. The 
figures suggest that the first alternative 
is not being rapidly realized at the pres- 
ent time, and it is therefore in the sec- 
ond that a solution to the problem, at 
any rate for some time to come, must 
probably be sought. The committee pre- 
sumably has no fear of unwillingness on 
the part of the foreign, particularly 
American, investor to go on for a pro- 
tracted period sinking more and more 
of his resources in Germany. 

The committee’s proposals in regard 
to the mode of payment do not go far 
to cope with the problems which are 
only imperfectly hidden by silence on 
these points, They include a schedule 
of payments in kind, ranging down- 
wards from Rmk. 750,000,000 to 300,- 
000,000 over a period of ten years, 


— 3,314 


— 443 — 4,762 — 3,714 
when direct deliveries on account of 
reparation are to cease. For the rest, 
the annuity is to be paid, in equal 
monthly instalments, in the form of 
foreign exchange, handed over to the 
Bank for International Settlements, this 
obligation being subject to the limited 
rights of postponement already men- 
tioned. Somehow, then, Germany is 
to acquire large sums of foreign ex- 
change year by year, and it must never 
be forgotten that there are two ways 
for a country to acquire foreign ex- 
change. It can buy it, or borrow it. It 
would have been interesting had the 
committee stated its views of the proper 
and probable proportions to be observed 
between these two available means. 


THE INTERNATIONAL BANK 


A large part—perhaps disproportion- 
ately large—of the committee's report, 
is concerned with the constitution and 
functions of the proposed Bank for In- 
ternational Settlements. In the words 
of the report itself, as reprinted in the 
press, “the purpose of the bank is to 
provide additional facilities for the in- 
ternational movement of funds, and to 
afford a ready instrument for promot- 
ing international financial relations. In 
connection with the German reparation 
annuities, it shall perform as trustee for 
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the creditor countries the entire work 
of external administration of this plan; 
shall act as the agency for the receipt 
and distribution of funds; and _ shall 
supervise and assist in the commercial- 
ization and mobilization of certain por- 
tions of the annuities.” A more optimis- 
tic general statement is that “the new 
bank, in close association with the banks 
of issue and with the banking facilities 
at its command, will have all the neces- 
sary means of effecting these operations 
{payment and transfer of the annui- 
ties} without disturbance to the German 
economy or to the economy of other 
countries.” 

In view of the facts already brought 
out with regard to the German balance 
of payments, this last prognostication is 
difficult to accept without more tangible 
support than is given in the report. The 
crucial test is twofold: will the Bank 
tend to improve Germany’s balance of 
payments, or will it facilitate German 
borrowing abroad; and can it do either 


without disturbing the economy of Ger- 
many or that of other countries? The 
committee suggests that the bank should 
be prepared to finance capital projects, 
on reparation account, which might not 
otherwise be undertaken, thus “opening 
up new fields of commerce, of supply 
and of demand.” Apart from this doubt- 
ful contribution, however, is not easy 
to see in what substantial way the bank 
can satisfactorily conform to these tests. 
Indeed, it would hardly appear to have 
any powers in these directions superior 
to those of the transfer committee. The 
principal functional difference between 
the two bodies seems to be that, while 
the committee bore the responsibility of 
converting marks into foreign exchange, 
the bank is to have no such function. 
Germany is to hand over the exchange 
for the bank to distribute. 
Nevertheless, despite the shrunken 
field of operation, the bank is to be a 
highly elaborate organization. It is to 
have an authorized capital equal to 
$100,000,000, one quarter of which is 
to be paid up at the outset. The capi 
tal is to be offered mainly or wholly 
in the countries from which the experts 
were drawn, and the central banks of 
those countries, or banking groups ap- 
proved by them, are to guarantee its 
subscription. The shares are to carry 
no voting rights, but the central banks 
in the countries of issue are to have 
votes corresponding to the amounts of 
the shares originally issued in each. This 
provision is in accordance with the gen’ 
eral principle of central bank control, 
which is further accepted in the arrange’ 
ments for appointments to the board. 
The governor, or corresponding officer, 
of the central bank in each of the seven 
countries from which the experts were 
drawn, or his nominee, shall be a di: 
rector of the bank. In addition, each 
governor shall appoint one other di 
rector from his own country. During 
the period of the annuities the governor 
of the Bank of France and the president 
of the Reichsbank shall, in addition, 
each have the right to nominate a third 
director, while a maximum of nine more 
directors may be elected from among 
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the nominees of central banks in coun- 
tries other than the seven immediately 
concerned. 

The bank is to be endowed with 
wide powers, beyond its reparation 
functions. According to the rules laid 
down by the committee, it will be al- 
lowed to receive deposits from central 
banks, for clearing and other purposes. 
It is to receive also a special deposit 
from the German government, varying 
on a prescribed system but not exceed- 
ing Rmk. 100,000,000 for the first 
thirty-seven years of the plan. It may 
pay interest on deposits not withdraw- 
able for a month or more after their be- 
ing received. Detailed reserve provis- 
ions are laid down against the various 
types of deposit. The bank may make 
loans, discounts and investments, buy 
and sell bills, securities and other in- 
struments, rediscount bills for central 
banks, and indeed do almost anything 
parallel to what most central banks are 
permitted to do. With regard to the 
reparation annuities, the bank is not 


only to replace the existing machinery 
of distribution and act as trustee on be- 
half of the creditors, but is to assist in, 
and in some circumstances initiate, the 
placing of bonds by way of mobilization 
of the reparation debt. 


MOBILIZATION OF THE DEBT 


This brings us to another unanswered 
question. The committee devotes a 
large amount of space to the mechanics 
of mobilization, whether for the pur- 
pose of raising ready cash resources for 
the creditors, or of converting existing 
debts of the creditors to private invest- 
“ors into debts of Germany to those 
same investors. It does not, however, 
set forth any convincing reasons for un- 
dertaking mobilization. What benefits, 
Precisely, are envisaged? The principal 
reparation creditor, France, already has 
large stocks of foreign exchange in hand 
and shows little sign of any shortage of 
capital, so that from France's point of 
view the power to raise funds by the 
issue of reparation bonds would appear 
to have been acquired some years too 
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late. Further, there seems to be little 
to gain by directly converting internal 
debts of the creditor governments into 
German government debts to British, 
French and other investors. Is it, then, 
desired to give a means of shifting the 
onus of external debts? This could be 
done by issuing reparation bonds for 
cash in America, for instance, and using 
the proceeds to pay off in advance part 
of the French or British debts to the 
United States Government. Action of 
this kind, however, would not funda- 
mentally alter the position of the repara- 
tion creditors, for while it would re- 
duce their payments to America it 
would pari passu reduce their receipts 
from Germany. The only change in 
the essence of the situation arising from 
any of these transactions would be the 
conversion of a debt to a government 
into debts to private investors, and it is 
at least open to some question whether 
an essentially political debt should be so 
transferred, and whether it can in fact 
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be transferred without any ill effects 
on the confidence and willingness of the 
investor to place further funds in 
Europe. This is another matter on which 
the views of the experts would have 
been helpful. 

It has yet to be demonstrated, then, 
that the proposed bank can be of any 
outstanding tangible service in facilita- 
ting liquidation of the reparation debt. 
Meanwhile Germany is to establish a 
gold exchange standard and is to ac- 
cept the duty of furnishing exchange 
instead of marks. The Dawes plan was 
designed largely with the object of 
demonstrating the palpable impossibility 
of transfer if circumstances should arise 
that render remittance impracticable, 
but since the whole responsibility is now 
on Germany the bank proposals make 
any possible default increasingly serious, 
without providing as a set-off additional 
means of payment. For these reasons, 
as well as the elaborateness of the or- 
ganization over against the comparative 


simplicity of its reparation functions, 
it cannot be supposed that the bank js 
designed merely for purposes of the 
reparation settlement. What, then, is 
the ultimate objective of its foundation? 
On this point, too, more is to be gained 
from the implications of the experts’ 
recommendations than from the state- 
ments themselves. The close association 
of central banks with the proposed new 
institution indicates, as the committee 
suggests, that the organization may pro- 
vide an invariable medium of confer- 
ence, leading perhaps to more active co- 
operation, between central banks in the 
direction of stabilizing the world’s 
money markets and regularizing the re- 
lations between them. A wide scope 
exists for work of this kind, as we know 
from recent, only too painful, experi- 
ence. Then again, this same fact, 
coupled with the breadth of the powers 
to be conferred on the bank and the 
abandonment of the gold adjustment 
clause of the Dawes plan, suggests that 
it may perhaps provide means of co 
operation with the object of achieving 
relative stability in the value of gold, 
It may indeed be remarked that the 
reparation problem does not provide a 
very sweet and auspicious atmosphere 
for the growth of central bank co-opera- 
tion, but at least it is satisfactory that 
the occasion has been seized for provid- 
ing a means which may in course of 
time prove admirably adapted to just 
such purposes as have been mentioned. 
After all, the Bank of England itself 
was founded to meet the immediate 
exigencies of uncovered government ex’ 
penditure. 


BENEFITS OF THE DISCUSSION 


There are still other unanswered 
questions arising from the scheme— 
such, for instance, as the most suitable 
center for the establishment of the bank 
—but enough has been said to show 
that the new plan is far broader in its 
implications, and for that very reason 
less definite in its outlying details and 
objectives, than its chronological fore 
runner. The success or failure of the 
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scheme as a means of dealing with the 
problem of German reparation payments 
depends, as has already been pointed 
out, upon Germany’s ability to buy or 
borrow exchange. On this basic ques- 
tion of ability many widely divergent 
opinions are held by different people. 
But whatever the future may reveal as 
to the operation of the plan itself, the 
discussion of principles which led up 
to its formulation has undoubtedly been 
of great value. Let us enumerate four 
of the outstanding principles underly- 
ing, or involved, in the scheme. First 
of all, the report is to be welcomed for 
securing at last a complete and frank 
recognition of the inseparability of 
reparation and inter-allied debts. It 
must not be thought that the question 
even now has been entirely settled, for 
it is not yet certain that all the govern- 
ments concerned are prepared to accept 
the principle, with its full implications; 
but at least the report marks a notable 
advance in this direction. Secondly, it is 
eminently satisfactory that the desira- 
bility has been recognized of relieving 
Germany from the foreign controls in- 
stituted for the collection of reparation 
payments. A stumbling block to prog- 
ress along the line of more intimate 
association between the different parts 
of Europe is by this means removed. 
Thirdly, by the adoption of what is at 
present generally regarded as the inter- 
nationally acceptable monetary basis, 
through the de jure restoration of a gold 
exchange standard in Germany, a step 
is taken toward universality of monetary 
Principles. And finally, the report is 
significant for its recognition, by the 
scheme for an international bank, of the 
desirability of moving toward joint con- 
trol, by continuous co-operative effort, 
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over the world’s monetary affairs. The 
plan provides a machinery which, 
whether envisaged in that light by the 
experts or not, may hereafter become an 
instrument for establishing and oper- 
ating an international standard of value. 
On this ground it is possible that the 
conception of an international bank, 
provided it takes a form that is general- 
ly acceptable to those responsible for 
conducting monetary affairs in the vari- 
ous financial centers, may confer in- 
estimable benefits on mankind long after 
reparation, like indemnity, has become 
little more than an item in the lexicon. 





The Commerz-und Privat-Bank, A.G, 


Germany,” which appeared in the 

June issue of THE BANKERS MaGa- 
ZINE, only the “Four Big D’s” are noted. 
From this it might be gathered that these 
banks are the only giants among the 
banks in Germany. Just as in England, 
however, also in Germany they should 
be spoken of as the “Big Five,” since 
for about ten years the Commerz-und 
Privat-Bank, A.G., has developed to 
such an extent that this bank ranks to- 
day in every respect equal to the big 
“D's.” This institution has so greatly 
expanded that today it even exceeds the 
other banks in its network of branches, 
which is the greatest in Germany. 
Through the merger of the Commerz- 
und Privat-Bank, A.G., with the Mit- 
teldeutsche Creditbank of Berlin-Frank- 
furt-on-Main early this year a further 
considerable increase in the volume of 
business resulted. The bank now main- 


[* the article “The Four Big D’s of 


tains four main offices situated in the 
cities of Berlin, Hamburg, Magdeburg 
and Frankfurt besides about 250 branch 
offices located in practically all the im- 
portant places in Germany and about 
125 city offices in Berlin, Hamburg and 


other large cities in Germany. The 
present outstanding and fully paid-in 
capital of the Commerz-und Privat- 
Bank, A. G., amounts to R. M. 75,000,- 
000; surplus and undivided profits over 
R.M. 38,000,000; and deposits about 
R. M. 1,500,000,000. 

The Commerz-und Privat - Bank, 
A.G., also participates in a number of 
important institutions both in Germany 
and in other countries, of which may be 
mentioned: S. Kaufmann & Co., Berlin; 
Markus Nelken & Sohn, Berlin; Bank 
von Danzig, Danzig; N. V. Hugo Kauf- 
mann & Co’s Bank, Amsterdam; New 
York & Hanseatic Corporation, New 


York; Vereinsbank zu Colditz, Colditz; 
Rigaer Internationale Bank, Riga; Plau- 
ener Bank, Plauen. 

In the year 1928 the Commerz-und 
Privat-Bank, A.G., together with the 
Chase Securities Corporation, Halsey 
Stuart & 'Co., New York Investors, Inc., 
and the National Shawmut Bank of 
Boston, substantially participated in the 
foundation of the General Mortgage # 
Credits Corporation, Jersey City. This 
corporation, which has an authorized 
capital of $5,000,000, is principally en- 
gaged in the granting of credits to 
medium and_ smaller-sized industrial 
concerns located in Germany. 

The Commerz-und Privat-Bank, A. 
G., is gaining an increasing influence 
in German industries. It has consider: 
able interests in the electrical industry, 
being particularly close—amongst others 
—to the low electrical current industry. 
This placed it in the position to lend its 
valuable assistance, not so long ago, in 
the important combination of the 
C. Lorenz Gesellschaft, Berlin, with the 
firm Philips Gloelampen in Eindhoven, 
Holland, and also recently in the 
foundation of a firm by the C. Lorenz 
Gesellschaft together with the Siemens 
Konzern. The bank furthermore main- 
tains close connections in the German 
potash industry—for instance, with the 
Burbach Konzern, which is the third 
largest potash concern—and, in the 
German sugar industry, it is the leading 
bank. Also the activities of the bank in 
the export and import trade in Hamburg 
and Bremen are pronounced and like: 
wise play an important role in the Cen: 
tral Germany and Saxon industrial en 
terprises. 

It would therefore be no over-state- 
ment if in Germany one also spoke of 
the “Big Five.” 
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The Past Month in Canada 


were a number of factors in the 

Canadian business situation,” says 
the Monthly Letter of the Royal Bank 
of Canada, Montreal, for August, “such 
as the low price of wheat and the tight- 
ness of money, which seemed to portend 
at least a minor recession in business 
activity for the balance of the year, 
but, somewhat contrary to general ex- 
pectations, business and industry have 
continued at a high level throughout the 
spring and early summer. With the 
severe credit strain somewhat relaxed, 
and with wheat prices at a much more 
satisfactory level, there is no question 
but that prospects for the remainder of 
the year have shown substantial im- 
provement. 

“The outstanding event of the last 
two months,” the Letter continues, “has 
been the sharp recovery in wheat prices. 
The low price which prevailed during 
the first half of the year has had a dis- 


[: the early months of 1929 there 


turbing influence upon business opti- . 
mism. From January through April, 
the price of No. 1 northern wheat at 
Winnipeg varied between $1.15 and 
$1.30 in comparison with a price of 
$1.40 to $1.55 in the same months of 
1928. In the Monthly Letter of the 
Royal Bank of Canada for May at- 
tention was drawn to the world wheat 
situation and, though it was recognized 
that it was then too early to predict the 
size of the coming crop, the conclusion 
was presented that the world wheat 
situation was relatively satisfactory. 
During May the market began to over- 
discount the surplus held in Canada, 
the United States and Argentina, and 
the shortage of wheat at consuming 
centers in Europe was not given sufh- 
cient consideration. By May 30 the 
price of No. 1 northern wheat had 
dropped below $1.05. 

“Since that time the prospects for a 
smaller world crop in 1929 have be- 
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come pronounced. The prolonged 
period of exceptionally dry weather in 
western Canada and the United States 
has wrought severe damage, the fear 
has disappeared that the new farm 
board in the United States might take 
action leading to the dumping of wheat 
abroad, and these factors together with 
the recent heavy European buying for 
immediate requirements have combined 
to raise the price of wheat between 
May 30 and July 17 from $1.05 to 
$1.75. The confidence that profitable 
wheat prices will be obtained for the 
coming crop has done much to offset the 
gloom caused by the decrease in the 
size of the crop. 


CROP REPORT 


“The crop report of the Dominion 
Bureau of Statistics published July 11, 
1929, shows an increased wheat acreage 
of 186,000 acres, or about 1 per cent., 
but the condition of the crop was esti- 
mated at 88 as compared with 100 for 
the ten-year average and 102 for the 
same date last year. Since the compila- 
tion of that report there has been sub- 
stantial damage to the crop from dry 
weather. On July 20 the statistician of 
the Canadian wheat pool issued a state- 
ment to the effect that the wheat crop 
was only 57 per cent. of normal. ye 


DIVERSIFICATION OF INDUSTRY 


Regarding the wheat situation and its 
effect upon the country, the Bank of 
Montreal, in its Business Summary of 
July 23, says: “In the five elapsed years 
since the partial crop failure of 1924, a 
large development of Canadian re- 
sources, industry and trade has oc- 
curred, buttressing business against a 
single untoward factor. In that period, 
immense strides have been made in 
harnessing water power, in newsprint 
production, in motor car industries, in 
the fabrication of iron and steel, in out- 
put of minerals, and in all departments 
of domestic trade aggregate wealth of 
the nation is greater than ever before. 
Midsummer, formerly a slack season in 
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business, now brings a large influx of 
tourists whose expenditures liven many 
branches, and this year the invasion is 
making a new high record. Viewing 
the commercial field at large, it can, in- 
deed, be said that favorable features 
outnumber the unfavorable, and that 
the volume of commodity production 
and distribution is at a high level. 


FOREIGN TRADE 


“The foreign trade of Canada rose 
slightly in June, exports increasing $5,- 
055,000 and imports $1,733,000 over 
the corresponding period last year. Sig- 
nificant is the sharp swing of the bal- 
ance of trade from a surplus to a def- 
icit. As recently as two years ago 
there was an excess of exports over im- 
ports of $22,000,000 in the three 
months to June 30, while in the same 
period this year there was an excess of 
imports of $50,200,000. Aggregate 
value of exports has varied only slightly 
during the second quarter of the last 
three years, the turn in the trend being 
caused by an increase of $65,840,000 in 
imports. 


AUTOMOBILE PRODUCTION 


“The peak months of automobile pro- 
duction and sale having passed, the in- 
dustry is less active. That the season 
has been a busy one is attested by a 
production of 137,994 passenger cars 
in the first five months of the year, 
compared with 82,562 cars in 1928 and 
88,541 cars in 1927. In the same 
period the output of motor trucks rose 
to 28,885 from 13,071 trucks last year. 
The export of automobiles and parts in 
June was $3,656,000, an increase of 50 
per cent. over the corresponding period 
last year, while in the last three months 
this export trade has risen to $11,062, 
000, a gain of $4,000,000 over the sec’ 
ond quarter of 1928. 


NEWSPRINT INDUSTRY 


“The newsprint industry seems firmly 
set upon its feet again, prices being 
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stable and production enlarging. Out- 
put in June, 225,055 tons, was double 
that of the United States, and in the 
frst half of the year reached 1,310,021 
tons, being 146,655 tons more than in 
the corresponding period in 1928. 

“Building construction, upon the con- 
dition of which many trades and in- 
dustries depend, still moves at a rapid 
ace. New contracts in June had a 
value of $72,419,800, the largest yet re- 
corded in any one month. 

“Railway trafic supplies a dependable 
index of business, and this traffic has 
seldom been of larger volume than of 
late. Gross earnings of Canadian rail- 
ways increased $995,000 in June, and. 
$500,720 in the first two weeks of July. 


HIGH LEVEL OF EMPLOYMENT 


“The fact that employment in Can- 
ada on June 1 was at the highest level 
on record, and that no material re- 
cession has occurred since that date, in- 
dicates a high degree of industrial ac- 
tivity and general prosperity. All the 
provinces have participated in the im- 
proved condition. The steel industries 
are working well up to capacity, filling 
of railway equipment orders keeps busy 
many plants, coal and ore operations 
have enlarging outputs, cotton textile 
mills are running somewhat under ca- 
pacity; there is increasing output of 
artificial silk goods; boot and shoe and 
ready-made clothing industries are 
normal.” 


International Banking Notes 


ing Society, Amsterdam, as of Decem- 

ber 31, 1928, showed capital of florin 

80,000,000, reserve fund of f.40,000,- 
000, current accounts of f.246,617,417 and 
total resources of £.683,102,680. Net profits 
of the bank to December 31 were f.8,663,- 
878, out of which a dividend of 10 per 
cent. has been paid. 


aa of the Netherlands Trad- 


Tue Westminster Bank, Limited, London, in 
its statement of condition as of June 30, 
1929, showed paid up capital of £9,320,157, 
teserve of the same amount, current, deposit 
and other accounts of £288,252,088 and 
total resources of £329,886,246. 


THE Mitsui Bank, Ltd., Tokyo, has moved 
its head office to its new building at I 
Suruga-cho, Nihonbashiku. 


Directors of Alexanders Discount Com- 
pany, Limited, London, have declared an 
interim dividend for the half-year ended 
June 30 at the rate of 15 per cent. per an- 
num on the ordinary shares and at the rate 
of 6 per cent. per annum on the preferred 
shares. Statement of condition as of that 
date shows paid up capital of £775,000, re: 
serve fund of £575,000, deposits and sundry 
balances including profit and loss account of 


£19,417,366 and total resources of £26, 
486,532. 


Profits of the Bank of New Zealand, Well- 
imeton, for the year ended March 31, 1929, 
were £934,153, after providing for expenses 
of management, all bad and doubtful debts 
and other contingencies and making provi- 


sion for the annual donation to the provi- 
dent fund and for the bonus to the staff. 
From this has been deducted £21,199 inter- 
est on guaranteed stock, leaving a balance 
of £912,953. To this has been added £212,- 
004, provision previously made for certain 
doubtful balances not now required, and 
£582,525 brought forward from the previous 
account, making a total of £1,707,483. Of 
this, £363,199 has been paid in dividends, 
leaving available for distribution £1,344,284, 
as follows: 


To dividend on C long term mort- 


gage shares at 6 per cent....... £7,031 


To dividend on D long term mort- 


gage shares at 7% per cent 


To dividend on preference B shares. 120,833 
To bonus on preference B shares. . 
To dividend on ordinary shares... .250,000 


18,750 


To bonus of 1 per cent. on ordinary 
shares 
To reserve fund 


37,500 


To carry forward to next account. .617,591 


Paid up capital of the bank is £6,858,113, 
reserve fund £3,150,000, deposits £33,939,- 
651 and total resources £54,561,908. 


BALANCE sheet of Lloyds Bank, Limited, 
London, as of June 30, 1929, shows paid up 
capital of £15,810,252, reserve fund of £10,- 
000,000, current, deposit and other accounts 
of £351,274,540 and total resources of £430,- 
578.171. 


Net profit of the Yokohama Specie Bank, 
Limited, Yokohama, for the half-year ended 
December 31, 1928, was yen 17,346,622, af- 
ter providing for all bad and doubtful debts, 
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rebate on bills, etc. This includes yen 8,- 
281,611 brought forward from the previous 
account. The directors have proposed that 
yen 3,000,000 be added to the reserve fund 
and recommended that a dividend of 10 per 
cent. per annum be paid, which will absorb 
yen 5,000,000. The balance of yen 9,346,- 
622 will be carried on to the next account. 

Capital of the bank, as of the December 
31, 1928, balance sheet, was yen 100,000,- 
000, reserve fund yen 102,500,000, deposits 
yen 510,515,073 and total deposits yen 1,- 
236,199,238. 


THE Union Bank of Australia, Limited, Lon- 
don, in its statement as of February 28, 1929, 
shows total resources of £48,967,465. Capi- 
tal of the bank is £4,000,000, reserve fund 
£4,850,000, deposits £35,644,349. Profit and 
loss statement of the institution shows profits 
for the last year of £1,536,950. After de- 
ducting salaries and allowances, general ex- 
penses, etc., and the interim dividend of 
£300,000, there remains £411,336. Of this 
amount, £25,000 has been transferred to the 
provision for new buildings, leaving a bal- 
ance of £386,336. 


JUNE 30 statement of condition of the Skan- 
dinaviska Kreditaktiebolaget, Sweden, shows 
deposits of Kr. 527,940,715, capital of Kr. 
87,188,000, reserve fund of Kr. 94,812,000 
and total resources of Kr. 934,586,506. 


Prorits of the Munster & Leinster Bank, 
Limited, Cork, for the half-year ended June 
30, 1929, are £89,335, after deducting ex- 
penses, providing for interest on deposits, re- 
bate on bills and for all bad and doubtful 
debts. To this has been added £46,295 


- brought forward from the previous account, 


making a total of £135,630 for distribution 
as follows: 


To dividend for the half-year at the 

rate of 14 per cent. per annum, 

free of income tax 
To contingencies account 
To reduction of premises account... 20,000 
To staff pension fund 10,000 
To carry forward to next account.. 43,130 


The bank's capital is £750,000, reserve 
fund £1,000,000, deposit, current and other 
accounts £24,706,816 and total resources 
£2'7,404,447. 


THE Banco de la Republica, Bogota, in its 
May 31 balance sheet, renorts capital of $11, 
618,700, reserves of $1,972,839, deposits of 
$10,391,423 and total resources of $73, 
495,406. 


BALANCE sheet of Coutts & Co., London, as 
of June 29, 1929, shows capital of £1,000, 
000, reserve fund of £1,000,000, current, de’ 
posit and other accounts of £18,096,943, and 
total resources of £20,663,404. 


Net profits of the P. and O. Banking Cor: 
poration, Ltd., London, for the year ended 
March 31, 1929, according to the directors’ 
report, were £106,917, after providing for 
taxation and bad and doubtful debts. This, 
with £20,494 brought forward from the 
previous year, make a total of £127,412 for 
disposal. After payment of a dividend of 
5 per cent. £20,624 remained to be carried 
forward to the next account. 

Capital of the bank is £2,594,160, reserve 
fund £180,000, current accounts £7,238,242 
and total resources £14,979,221. 





HERE'S 
HOW--- 


—Build smali unprofitable savings into profitable 
accounts 


—Revive dormant savings accounts 

—Establish a Real Estate Loan Department 
—Advertise for large construction loans 
—Advertise for small housing loans 

—Solicit correspondent bank accounts 

—Sell commercial banking to business men 
—Sell the checking account as a financial service 


—Inaugurate and announce the service charge on 
checking accounts 


—Meet trust objections in selling 

—Fit trust advertising into a general campaign 
—Analyze the trust department 

—Prepare institutional copy for investment houses 
—Develop sales promotion for investment houses 


—Coordinate sales, buying, advertising and sales 
promotion for investment houses 


to 





TO FIND OUT-—-ATTEND THE 
Fourteenth Annual Convention 


FINANCIAL ADVERTISERS 
ASSOCIATION 


HOTEL BILTMORE 
OCTOBER 30 


NOVEMBER 2 
ATLANTA - GEORGIA 





THE SEAL THAT 
ENDORSES AN INVESTMENT 


A banker of repute is chary of “‘recommend- 
ing an investment.” Before he goes that far 
it is probable that he has conducted a care- 
ful, thorough investigation and has been en- 
tirely satisfied regarding the security of 
principal and interest ... 


- -- or he has looked for and found the seal 
and guarantee of General Surety Company. 
These serve as an unconditional, irrevocable, 
absolute endorsement of the investment on 
which they appear. 


Before we endorse an investment we care- 
fully investigate not only the security but 
also the company which issues it. 


GENERAL SURETY COMPANY 


340 MADISON AVENUE, NEW YORK 


Capital and Surplus $12,500,000 


Under Supervision Insurance Department State of New York 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


OMEN are to have 

a part in the annual 

convention of the 
Financial Advertisers Asso- 
ciation which will be held in 
Atlanta October 30 to No- 
vember 2. Mrs. Rosenblatt, 
of the First National Bank of 
Detroit, who has had par- 
ticular success in the bank- 
ing field, will talk to the as- 
sociation members on “How 
to Interest Women of Means 
in Financial Matters.” The 
subject is one of importance, 
since recent figures show that 
women now control 41 per 
cent. of the nation’s wealth 
and that they will be increas- 
ingly important factors in 
the banking and investment 
fields. 

New developments in ad- 
vertising will be features of 
one of the evening sessions 
of the convention. The mo- 
tion picture—both silent and 
“talkie’-—and the radio will 
be demonstrated. The radio 
program of Halsey, Stuart & 
Co., investment bankers, will 
be brought into the ball room 
of the Biltmore Hotel in 
Atlanta; Jason Westerfield, 
publicity director of the 
New York Stock Exchange, 
will explain how the stock 
exchange uses motion pic- 
tures; and the Fox Case Cor- 
Poration will present a series 
of movie-tone pictures dem- 
onstrating the advertising 
uses of the talking picture. 


SEPTEMBER, 1929 


Reservations have already 
been made for the delegates 
to the convention at the 
Georgia Tech-Notre Dame 
football game which will be 
played in Atlanta Novem- 
ber 2. The final session of 


Aw AYS in the sky of the present 1s the growing 
shadow of the future. A cloud, at first no bigger than 
4 man’s hand, it is still a sign. To the casual eye it 1s 
4 little thing, lost in a serene expanse of blue. To 
the eye of understanding and expericnce it 1s a clear 
warming New forces will duscend upon tranquility 
Change. like a driving wind, will sweep progress 
from ws accustomed course 

Some men have had cyes to see such little clouds 
upon the horizon of an established order. They have 
known how to read these signs. They have known 
how to make ready for what was to come. Change 
came to them as power. helping them to new achieve 


the convention will be held 
on Saturday morning and 
the game, which is a part 
of the entertainment pro- 
gram planned by the Atlanta 
bankers, will be that after- 


than 


a Man’s Hand 


ment, to new success. They built new industries 
They won new wealth. They created new prospenty, 
Rew progress upon a new course, shaped by change. 

The First National Group has been privileged to 
aid many such men in anticipating and meeting 
change. Its widespread sources of information and 
data have given them the knowledge of events and 
trends vital to an understanding of what 1s to come 
Its broad experience with change, in the shaping of 
the commercial and financial structure of today, has 
given them guidance. And all chatit has given to them, 
wt offers to every man who realizes that he, his srer- 
ests, his undertakings must, onc day ,cacounter change 


FIRST NATIONAL BANK 


THE OLDEST BANK IN MINNEAPOLIS—ORGANIZED 1864 


FIRST MINNEAPOLIS TRUST COMPANY 
FIRST NATIONAL GROUP 


Resources Over $150,000,000 


FIRST NATIONAL BANK 
Manquewe Ave. at Sth Se 


WEST BROADWAY OFFICE 
Wet Breedwey ot Emenee 


ST. ANTHONY FALLS OFFICE 


Cat Meomepen at 4eh 


NORTH SIDE OFFICE 
Rhangen ot Went Broadeey 


BLOOMINGTON. LAKE NATIONAL BANK 
Premegron a Lake 


FIRST MINNEAPOLIS TRUST COMPANY 
mu Ave 103 Se. th Se 


MINNEHAHA NATIONAL BANK 
Ih Ae, Se. at Labe 


PRODUCE STATE BANK 
Fars Ave. North at Meh Se 


One of a series of advertisements being run by a Minne’ 
apolis institution to break down the tradition of unreason- 
ing conservatism and build up the impression of sound 


progressiveness. 


Large space is used in the newspaper 
advertisements, with comparatively brief copy. 


The illus- 


trations in each case, as in the one illustrated, are strik- 
ing in technique and unusual in subject. 
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THE Anglo-California Trust 
Company of San Francisco 
began in July the publica- 
tion of an eight-page booklet 
called The City-Wide Bank 
News. It is to be published 
monthly and, according to 
its own introduction, will 
not devote undue space to 
talking about itself, but each 
issue will contain “timely 
topics and articles.” The 


One of Eight 
Welcoming 
Doorways 
Leading to 
Our Savings 
Windows 


first issue contains an intro 
duction on the first page, a 
full page advertisement for 
the bank on the last, and 
several interestingly written 
personal experiences of cus- 
tomers of the bank on the 
intervening pages. 


AN unusually interesting 
folder has been issued by 
the First National Bank of 


Buying Without Wanting 


yo save your money so that you may buy some- 


thing worthwhile with it. 


But be sure the thing 


you pay for is what you really want. 


Get that worthwhile thing you have set your heart on, 
and don't miss your goal by frittering your savings 
away on side issues. When you spend $100 for some- 
thing you are out not only the $100 you saved, but also 
the annual +‘/ interest—a new $4 hat every year from 
now on to the end of your days. 


Make everything you spend your precious savings on 
prove a real investment, either in cold cash or solid 


satisfaction. 


FIRST NATIONAL BANK 
The Oldest National Bank in the South 


Fifth and Court Place 


Market west of Fifth 


KENTUCKY TITLE TRUST COMPANY 





Attention-getting headline and well balanced layout fea- 
ture this savings advertisement of a Louisville, Ky., bank. 


Clarksville, Tenn., on the 
subject of whether bank 
credit helps a farmer. The 
question is asked on the 
first page of the four-page 
folder, with the words, “See 
what Hardy Adkins thinks 
about it!” A_ portrait of 
Mr. Adkins is also repro 
duced on the first page. On 
the second page are two 
paragraphs of copy explain: 
ing the letter from Mr. Ad- 
kins which follows on page 
3. This letter is repro 
duced in typewriter-type ex: 
actly in letter form and gives 
Mr. Adkins’ reasons for 
feeling that bank credit is 
helpful to him. as a farmer. 

The folder is printed in 
black on white paper and is 
carefully designed. Its per: 
sonal appeal is especially 
good. 


THE Kentucky Title Trust 
Company, Louisville, Ky. 
uses an _ attention - getting 
sentence as a title for a leaf: 
let on will-making. “You'l 
leave a Will—,” it says, 
“Even If You Don’t White 
It.” 

With this sentence on the 
first page, the two inside 
pages explain the division of 
property under the Kentucky 
law, where no will is left. 

“You need not trouble 
about writing a will your 
self,” the copy continues, 
“if the above provisions & 
actly meet the needs of your 
family, and—if you have no 
body else to provide for; 1 
you have no charity, society 
lodge or church you wish to 
remember; if your childres 
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are thus amply provided for, 
their education assured, their 
future safeguarded; if your 
wife, or husband, is certain 
never to be left homeless or 
in want; if there is no dan- 
ger of making unwise in- 
vestments and jeopardizing 
your estate, etc. But if 
there is any doubt in your 
mind that the law will not 
carry out your wishes to the 
letter after you are gone, 
then — Write Your Own 
Will!” 

The folder is the “first of 
a series of four suggestions 
for the man or woman who 


 —- —— 
About in 
#3,500,000,000. \ 
invested by American 
People in Canada . ) 


a 


7 AMERICA'S STAKE 
in CANADA 


Apout $3,500,000,000 of American money is invested 
in Canada. the largest amount inve-ted by American 
peopie in any one country. 


It has been the privilege of The Canadian Bank of Com- 
mefee to direct a considerable part of this money into the 
safest and most profitable investment channels. This has 
been possible because of the connection of our Bond De- 
partment with more than 800 branches of the Bank in 
Canada, where information to the last detail has been 
available 


> 


Over 800 branches 
in. Canada. 
Branches also at: 


Seattle 
Portland, Ore. 


The fact that many thousands of bond dealers and private 
investors have found such service of great benefit suggests 
that it might be equally valuable to you. 


Direct wire service to: Montreal, Toronto, Seattle, San 


makes no will.” 


New business totaling over 
a million and a quarter 
dollars was brought into the 
City Bank of Kansas City in 
a ninety day campaign con- 
ducted by that institution a 
few months ago. This new 
business was in the savings 
and checking departments 
only and did not include 
more than $630,000 addi- 
tional new business in the 
bond, mortgage loan and 
trust departments. 


San Francisco 
London 


Rio de Janeiro | 


THE 


Francisco, Portland, Ore., and Havana. 


CANADIAN BANK 


OF COMMERCE 


Head Office: TORONTO, CANADA 


all over the world! 


, IELTS 


Capital Paid Up $24,823,400 


Sm Josern Praverie, Bart, 
Charman of the Board 


Sm Jouw Amo, 
Prendent 

SH. LOGAN, General Mandees 

Reserve $24,823,400 


NEW YORK AGENCY, 16 EXCHANGE PLACE 


Agents: C. ). Stepnenson 


J. Monto PH Noatas 


Suiting the copy to the medium, a Canadian bank has 


used this advertisement 


The entire personnel of 
the bank—officers, directors 
and employes—was divided 
into three teams, each being 
under the direction of a cap- 
tain and two _ lieutenants. 


EMPLOYEES CO 


| SAVINGS ACCOUNTS - CHEC KING 
-—_———_— 


This board 
peting in a 


took part. 


in New York newspapers. 


Ninety-one per cent. of the 
eighty-four team members 
brought in new customers 
and new business. 

The campaign was for- 
mally opened with a dinner, 


4 was used by the City Bank of Kansas City to show the scores of the teams com- 
new business campaign in which employes, officers and directors of the bank 
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ls Fathers 


Knew 


F fathers knew the di 


If fathers knew 
they can help ¢ 
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The trend away from the 
vertising is shown in this 
Chicago bank. It is one 
which was reproduced in 
The half-tone illustration, 

ment of text are 


and weekly; meetings of the 
teams were held to discuss 
plans and exchange ideas. A 
dinner given by one director 
for his team resulted in a 
marked increase in _ this 
team’s total. 

Two team prizes and 
three individual prizes were 
offered as well as special 
prizes and cash bonuses. 

The City Bank is located 
on the edge of the downtown 
business district, in the auto- 
mobile section. It has capi- 
tal, surplus and undivided 
profits of $1,000,000 and 
total resources of $10,000,- 
000. 


Two days before the cele- 
bration of its tenth anniver- 
sary, the Second Northwest- 
ern State Bank of Chicago 
published a special eight- 
page newspaper insert which 


IIT ITI TIIII II 


usual type of bank ad- 
trust advertisement of a 
of a series, another of 
these columns in July. 
headline and arrange- 
all of interest. 


appeared as a section of the 
North West News, the com- 
munity newspaper of the 
section in which the bank is 
located. A copy of the in- 
sert went into every home 
in the territory which the 
bank serves. 


The insert was in regular 


newspaper form. On _ the 
first page was a reproduction 
of the bank’s building and 
an invitation to the anniver- 
sary celebration. The re- 
maining pages, all gotten up 
in regular newspaper form, 
contained news items and 
feature stories about the 
various departments of the 
bank and its personnel; a 
personal letter from _ the 
president in the form of an 
advertisement; and pictures 
of officers of the bank as well 
as interior views of the build- 
ing. Emphasis was placed 


in the news columns on the 
growth of the bank and the 
completeness of its service. 


A SERIES of folders on the 
services of its trust depart- 
ment has been distributed 
recently by the Central Han- 
over Trust Company of New 
York. The first, called “A 
New Idea in Service— 
paves the way for the others 
with the following words: 
“From time to time, you will 
receive additional folders 
which will contain ‘pro 
posals’ which have been use- 
ful in saving money for 
others. You will find these 
interesting and perhaps ap 
plicable to your own case.” 

After explaining the 
chrinkage in estates, even 
where there is a legal will 
and a competent administra: 
tor, the company suggests its 
new idea in service: 

“Central Hanover Trust 
Company is so organized 
that you can obtain from it 
a practical estate plan with 
a minimum of trouble to 
you. 

“A telephone call or a 
letter to the company at any 
office will bring to your of 
fice or home a trained rep 
resentative of the trust de 
partment. 

“From data he will obtain 
in conversation with you, @ 
complete “estate proposal 
will be prepared for you. It 
will show—in black and 
white—the amount you caf 
save your estate and your 
heirs under the most effective 
plan which seems to fit your 
needs.” 
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Two following booklets 
are entitled “How to Trans- 
fr Your Property Economi- 
ally’—the first “showing 
how a client saved $41,220 
by creating several trusts” 
and the second “some sug- 
gestions that would save 
$63,642." 

The booklets are identical 
in physical appearance. They 
are printed on rough white 
tock of excellent quality. 
The text is in black, with 
borders and initial letters of 
light blue. A return post- 
card asking for additional 
information in regard to 
making an estate plan ac- 
companies each booklet. 


In announcing the formation 
of the Central National 
Company, an investment af- 
fliation, the Central Na- 
tional Bank of Cleveland 
sent out good looking fold- 
ers explaining the organiza- 
tion of the new company, 
its Management and purpose. 
The folder was printed in 
black on white paper with a 
rough finish. On the first 
page was a small half-tone 
reproduction of the entrance 
to the bank and one word, 
“Announcement.” Page two 
of the folder contained only 
the words “An Affliation of 
Central National Bank of 
Cleveland,” while the third 
Page was used for the ex- 
planation regarding the new 
company. On the last page 
was the bank’s seal. 


THE Equitable Trust Com- 


pany of New 
vacation tim. 


York uses 
as an appro- 
Pate season to send out 


literature dealing with its 
savings department. “Vaca- 
tion is worth saving for— 
Begin Now,” it says, “and 
when the next vacation time 
arrives one year from today 
you will have...” A table 
is given below showing the 
total that will be saved in 
a year by monthly deposits 
of each of nine different 
amounts. 

The cover contains an at- 
tractively colored illustration 
showing a family group on 
the beach. Below it are the 
words: “When vacation 


time comes will you be pre- 
pared?” 


Two new travel bureau fold- 
ers of the Mellon National 
Bank, Pittsburgh, are in the 
colorful style adopted by 
that institution for its travel 
bureau advertising. One of 
them shows, on the cover, 
the gangplank leading to a 
striking scarlet and white 
steamer, and the words, 
“Just Beyond—A New 
World.” Within are de- 
scribed and pictured the Eu- 
ropean countries which are 


BALTIMORE 
Gateway to the Great Middle West 


LOSEST port on the Atlantic Seaboard to the ten 

large cities of the Great Lakes-Middle West dis- 
trict, Baltimore is the logical port for shipments to 
and from that inland area. 


Advantageous freight differentials, steamship sailings 
to one hundred foreign ports, modern terminals 
served by three trunk line railroads, and a well-located 
airport explain the rapid development of Baltimore 
both as a port and as an unexcelled site for the manu- 
facturing and distributing plants of great industries. 


Baltimore Trust Company finances the shipment of 
goods, both domestic and foreign, by means of 
acceptances and letters of credit. 


BALTIMORE 
TRUST COMPANY 


uenmoBSER ees ea ees t 
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The map is both an interesting and informative illus- 
tration in this institutional advertisement of a Baltimore 


trust company. 


A difficult layout is well handled to 


make a harmonious ensemble. 
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most favored by tourists— 
France, Belgium, Holland; 
Italy, Spain, the Riviera; 
Germany, Austria, Switzer- 
land; England, Scotland, 
Ireland. 

“The most amazing fea- 
ture of these inviting trips,” 
says the last page of the 
folder, “is the ease with 
which they can be arranged, 
and the comparatively small 
cost. The Mellon National 
Bank Travel Bureau is an 
organization designed  ex- 
pressly to provide you with 
the most complete travel 
service. ‘ 

The second of the recent 


booklets deals with Mellon 


Travelers Cheques and ex- 
plains their uses in travel 
both in this country and 
abroad. It, too, contains 
several colorful illustrations. 


THE June number of Reflec- 
tions, issued by the Cali- 
fornia Trust Company, Los 
Angeles, contains several in- 
teresting incidents connected 
with the duties of a trust 
company. A recent decision 
of a Los Angeles court that 
when a man and his wife 
die in a common disaster 
and there is no proof to the 
contrary, it 1s assumed that 
the husband was the sur- 
vivor, since the male is nor- 


Why not buy your automobile the modern way—at 
bottom price? Accumulate the cost of your car before 
you buy it, by depositing your payments in the Bowery 
Savings Bank where they will start making 44% 
for you immediately—instead of gcing into debt and 
paying anywhere from 9 to 15 per cent. interest for 


the money you borrow! 


Make your money work for you. It is the modern 
way to get along. Start your account in the Bowery 
Savings Bank today where nearly a quarter of a mil- 
lion people are receiving 44% interest from day 
of deposit to day of withdrawal. 


BOWERY SAVINGS BANK 


110 East 42d Street 


130 Bowery 


The idea of saving before you spend is set forth in 
this modern form by a New York City savings bank. 


Illustration, heading, 


layout 


and copy all merit 


attention. 
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mally stronger, was one bit 
of information in the cur 
rent issue. This small four. 


page folder is always well 
written and attention-getting 


THE New York Title and 
Mortgage ‘Company has pub 
lished a large, folder for real 
estate dealers saying “A Title 
Policy is Always Your Best 
Policy.” The large folder 
lists six reasons how the 
company’s title service helps 
realtors sell and explains the 
scope of the company’s busi: 
ness. It is attractively printed 
on heavy cream paper in 
black and red. A return 
postal card asking for full 
particulars of the company’s 
national title service as it 
applies to dealers is fastened 
to the folder. 


SERVICE for women is adver- 
tised by the Northern Tru:t 
Company of Chicago in a 
folder by that name. It lists 
eight of the services which 
that company gives to pro 
tect a woman of means who 
places her affairs in the hands 
of the trust company. 

“When the average woman 
comes into property,” it says 
by way of introduction, “its 
care often becomes a bewil 
dering burden. It need not 
be. For a very small fee she 
can place in our hands her 
securities and the manage 
ment of her property, f 
taining as much control a 
she likes.” 

On the cover is an illustra 
tion showing a woman at her 
desk, with the words 0 
the title, “A Service for 
Women,” below. Two-color 
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printing adds to the attrac- 
tiveness of the folder. 


Tue Guardian Group of 
Detroit has published in 
booklet form the statements 
of each of the three compa- 
nies which make up the 
group. The statement of a 
company takes up the left- 
hand page, with the officers 
and directors listed on the 
facing right-hand page. The 
corporate connections of the 
directors in the Guardian 
Group are listed in the lat- 
ter half of the booklet, which 
is printed in the black and 
white characteristic of the 
advertising of the Guardian 
Group. 


“SIXTY years on Tremont 
Street” is the title of a folder 
gotten out by the Home Sav- 
ings Bank of Boston in cele- 
brating its sixtieth anniver- 
sary. The folder includes a 
picture of the Masonic 
Temple in which the bank 
was opened, views of Tre- 
mont street, past and pres- 
ent, as well as the present 
home of the bank. A run- 
ning history of the changes 
in the street is interestingly 
written. 

The folder also includes 
“Glimpses of Sixty Years” 
j in which are calendared im- 
portant episodes in the his- 
tory of the bank, and a list 
of the institution's officers 
and directors. 


THE monthly investment 
bulletin of Morris F, Fox @ 
Co., Milwaukee, Wis., for 
July, contains a brief article 
on bonds entitled “Profits 


The " WH a of Direct Action 





at Central Hanover 


The essence of Central Hanover spirit is direct 


dealing ~with customers. 


The complete official stafls of Central Union 
and Hanover National now combined in Central 
Hanover make up a large group of experienced and 
carefully trained officers familiar for years with 
the problems arising in banking and in the many 


varieties of trust services. 


They daily reflect the Central Hanover policy 
of direct dealing in action in all types of bank- 
ing and trust problems. To the customer this 
means prompt decisions and a definite answer. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


14 Ofhces in 14 Manharran Centers 


Fervign Reprosensatioes in London, Paris, Berlin, Buense Arras and Sydney 


NO SECURITIES FOR SALE 


CAPITAL SURPLUS AND. UNDIVIDED PROFITS OVER ONE HUNDRED MILLION DOLLARS 


Post-merger advertising of a New York trust company, 

while similar in layout to one of its predecessors, makes 

use of the prestige of both in this advertisement, which 
combines good headline and copy. 


are Not Profits—until they 
are taken and put safely 
away’; a discussion of tax 
exemption; and the advice 
that “Calculation Beats 
Speculation,” in addition to 
the usual monthly sugges- 
tions for investment. 


AN interesting advertising 
campaign on modern invest- 
ment has been sent out by 
Tifft Brothers, of Springfield 


and Pittsfield, Mass. It con- 
sists of a series of eight fold- 
ers, which, folded, measure 
4\4 by 6 inches, and one 
large booklet, the title of 
which is “Modern Invest- 
ment.” The folders are 
printed in black on rough 
white stock, and margins are 
ruled off in red. The large 
booklet: is similar in color 
and design. 

When removed from the 
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He gave sound advice daily to Millions of Americans 


nr 


ie 
Dr. FRANK CRANE 


appointed Bank of Italy 
Executor of his Will 


FOURTH: —-T_hereby niominate und appoint BANK 
OF ITALY RATIONAL TRUST AND SAVINGS ASGOCIATION fhe _ 
Executor of this, my Last Will and Testazent. 
; IN WITNESS WHEREOF. I have hereunto vet ny and 
and seal this day of » 1927. 
° 
(gaat) 
EMEMBERED by millions of people for the kindly 
helpful and practical advice given each day in the 
newspapers, Dr. Frank Crane, famous philosopher and 
humanitarian, left as the final proof of his wisdom this 
concluding provision in his Will. ss Not only did he 
realize the importance of having a corporate, rather than 
an individual trustee, but also the necessity for choos- 
ing an executor of unquestioned ability, broad experi- 
ence and great financial strength. te Like Dr. Crane, you 
too can insure for your estate a responsible administra- 
tion. tw Make your Will—and name California's. most 


helpful bank as your executor and trustee. Call 
° or write for complete information. 


Bank of Italy 


IATIONAL Savincs ASSOCIATION 


The testimonial form of advertising in the banking 
field is effectively used in this advertisement of Cali- 
fornia’s largest banking group. 


envelope, each folder dis- 
plays one sentence, in some 
cases a question. For ex- 
ample, one of the series says: 
“Do you give your money 
the same thoughtful manage- 
ment you give your business 
interests?” When unfolded 
to a 6 by 9 inch size, a full 
page of copy becomes visible, 
with the firm name at the 
bottom. The example men- 
tioned above reads in part 
as follows: 


“To everyone with surplus 
funds, making this money 
work should be as important 
as working to make more 
money. But you often see 
men and women so thor- 
oughly engrossed in their 
business activities that they 
devote but a few minutes a 
month to the care and in- 
vestment of what they have 
accumulated. . . . Our re- 
cently published book, “Méod- 
ern Investment,’ is an out- 


line of the proven but upto 
date viewpoints on_ inves. 
ment and financial manage. 
ment. You will find it rich 
in suggestion and _ interest 
regardless of what your 
financial experience has been, 
“Modern Investment’ will be 
especially useful to you in 
rounding out your invest- 
ment methods and making 
plans for further profitable 
activities. A copy of this 
book has been reserved for 
you and it will be forwarded 
with our compliments, and 
entirely without obligation 
if you will sign and return 
the enclosed post card.” 

On the two inner pages of 
the folder are, on the left: 
hand page, a facsimile of the 
booklet, and, on the right 
hand, a heading “Are You 
Interested in Any of These 
Subjects?” with eight ques 
tions asked below. 

The subject matter varies 
in each of the series, but the 
style remains the same, and 
each folder carries with it 
the return card and the sug 
gestion that the reader send 
for a copy of the large book: 
let, “Modern Investment.” 

This booklet, in its thirty 
pages, gives sound informa 
tion and advice to the inves 
tor and shows how Tifft 
Brothers can be of assistance 
to the prospective investor. 
It is well written and easily 
read. 

Both folders and booklet 
are well designed and printed 
and together form a convinc’ 
ing campaign for direct mail 
advertising. 
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On to California 


Bankers Shortly to Converge on San Francisco for the Annual 
A. B. A. Convention 


cisco from all parts of America 

during the month of September, 
de luxe modern caravans of steel and 
steam will bring thousands of leaders 
of the world of finance to the conven- 
tion of the American Bankers Associ- 
ation. 

The great national gathering will 
convene in the Pacific Coast metro- 
polis on September 30 and the sessions 
will continue through October 3. Most 
of the leading railway systems of the 
United States have arranged to run 
special trains bearing the westward 
bound legion of bankers to the con- 
vention city. 

Traveling by rail and water, the 
multitude of association members will 
traverse many of the richest and most 
picturesque sections of the country. 
In most instances the tours have been 
arranged to provide for a number of 
stopovers to permit closer inspection 
of the industrial and agricultural de- 
velopment aad the scenic charms of the 
great West. 

Advance indications are declared to 
point to an attendance closely approach- 
ing a new record. The convention will 
mark the fifty-fifth in the life of the 
American Bankers Association. It is 
expected to prove one of the most 
memorable annual gatherings in the 
history of the organization, both in the 
importance of the subjects discussed 
and in the recreational phases of the 
event. 

The detailed program of speakers 
and subjects will not be announced 
until a short time before the opening 
of the convention. It is considered 
probable, however, that some of the 
liveliest discussions at the gathering will 
have to do with such questions as 
branch banking, chain banking, holding 
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company control of banks, and various 
other features. 

The San Francisco committee of 
bankers in charge of arrangements for 
the convention has announced that the. 
preparations are proceeding on a sys 
tematic plan, backed by a spirit of 
determination to fulfill in every respect 
the obligations imposed upon the hostess 
city. A large organization, with Charles 
W. Collier in charge as convention 
director, has been established in head- 
quarters of its own to carry out the 
innumerable details of handling the 
convention. 

Hospitality and entertainment will be 
dispensed to the visiting thousands with 
a lavish hand, in the lights of plans 
being perfected by a special committee 
headed by George A. Van Smith. The 
aim of the committee is to occupy every 
minute outside of business sessions with 
diverting and interesting features. 

Elaborate plans are also being made 
for the reception and entertainment 
of the members of the Association of 
Bank Women which will hold its an 
nual convention in connection with that 
of the Bankers Association. Official 
headquarters for the women’s group 
have been established at the Sir Francis 
Drake Hotel. The bankers, head: 
quarters will be at the St. Francis Hotel, 
a short distance away. Plans for the 
women’s activities are being directed 
by a committee composed of Mrs. Ed: 
ward Dexter Knight, Miss Margaret 
Daily, and Miss N. Viola Musgrove. 


SCHEDULE OF SESSIONS 


The schedule of convention sessions 
for the American Bankers Association 
has been announced as follows: 

Monpay, September 30. Member’ 
ship Committee, 8.15 a. m.; Public 
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Relations Commission, 9 a. m.; Insur- 
ance Committee, 9 a. m.; State Bank 
Division Executive Committee, 9.30 a. 
m.; Savings Bank Division Executive 
Committee, 9.30 a. m.; National Bank 
Division General Meeting, 9.30 a. m.; 
Trust Company Division Executive 
Committee, 9.30 a. m.; Tax Conference, 
Special Committee on Section 5219 
United States Revised Statutes and 
Committee on Taxation, 9.30 a. m.; 
Economic Policy Commission, 10.30 
a. m.; Commerce and Marine Commis- 
sion, 12.15 p. m.; Clearing-House Sec- 
tion Executive Committee, 12.30 p. m.; 
State Secretaries Section Board of Con- 
trol, 1.30 p. m.; 50th Anniversary Com- 
mittee, 2 p. m.; State Legislation Com- 
mittee and State Legislative Council, 
2.15 p. m.; Foundation Trustees, 2.30 
p. m.; Clearing-House Section Managers 
Conference, 2.30 p. m.; Trust Company 
Division General Meeting, 2.30 p. m.; 
Agricultural Commission, 2.30 p. m.; 
Public Education Commission, 3.00 p. 
m.; Federal Legislation Committee and 


Federal Legislative Council, 3.30 p. m.; 


JoHN G. LonsDALE 
First vice-president of the American 
Bankers Association and president of 
the MercantileCommerce Bank and 
Trust Company, St. Louis. 


Craic B. HazLEwoop 


President of the American Bankers 
Association and vice-president First 


National Bank, Chicago. 


Executive Council, 9 p. m. On call 
of chairmen the following meetings 
will be held: Administrative Commit- 
tee, Finance Committee, National Bank 
Division Executive Committee; Special 
Committee on Section 5219 United 
States Revised Statutes and Resolutions 
Committee. 

TuEsDAY, October 1. State Secre- 
taries Section General Meeting, 2 p. m.; 
Examiners Conference Clearing-House 
Section, 2.30 p. m.; Savings Bank Di- 
vision General Meeting, 2.30 p. m.; 
Nominating Committee, 5 p. m.; Reso- 
lutions Committee, call of chairmen; 
subscription dinner National Alumni 
Association American Institute of 
Banking, 6 p. m. 

WEDNESDAY, October 2. Auditors 
Conference Clearing-House Section, 
2.30 p. m.; State Bank Division General 
Meeting, 2.30 p. m.; Resolutions Com- 
mittee, call of chairman; incoming 
president’s dinner to American Bankers 
Association incoming state vice presi- 
dents, 6.30 p. m. 

TuHurspay, October 3. Second Meet- 
ing Auditors Conference Clearing- 
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House Section, 2.30 p. m.; Executive 
Council Meeting, afternoon or evening, 
followed by Adminstrative Committee. 
Resolutions Committee, on call of 
chairman. 

The sessions of the general conven- 
tion will be held in the Curran Theatre 
the mornings of October 1, 2, 3, open- 


ing at 9.45 a. m., each day. 
SPECIAL TOURS 


National headquarters of the associ- 
ation has announced nine special train 
or combined rail and boat tours to 
the convention, as follows: 

The Pennsylvania Railroad, leaving 
New York the afternoon of September 
21, with principal stop-overs on the 
outgoing tip at Chicago; Kilbourn, 
Wisconsin; St. Paul and Minneapolis; 
Glacier Park, Montana; Spokane, 
Washington; Portland-Columbia River 
Highway and Horsetail Falls in Oregon 
and Shasta Springs, California. This 
train will arrive at San Francisco, Sep- 
tember 29. On the return trip there 
will be stop-overs at Yosemite National 
Park, Santa Barbara, San Diego, Los 
Angeles, Riverside and San Bernardino 
in California; Grand Canyon, Arizona; 
Albuquerque and Santa Fe, New Mexi- 
co; Kansas City, Missouri, and Chicago, 
with arrival back in New York October 
>. 

The New York Central Lines ‘Red 
Tour” leaving New York and Boston, 
September 12 at noon, stopping over at 
Chicago; Medora, North Dakota for 
the rodeo; Yellowstone National Park 
for three and a half days; Spokane, 
Washington; Banff, Lake Louise and 
the Canadian Rockies, Alberta; Van- 
couver, British Columbia; Puget Sound, 
Washington, via S. S. Princess; Vic- 
toria, British Columbia; Columbia River 
Highway and Portland, Oregon; Yose- 
mite National Park and Del Monte, 
California. This tour reaches San 
Francisco September 29. The return 
trip includes stop-overs in Los Angeles, 
Riverside, Redlands and San Berna- 
dino, California; and Grand Canyon 
Arizona. 
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A special train leaving Chicago Sep- 
tember 23, with stop-over at St. Paul 
and Minneapolis, Minnesota, and 
Spokane and Seattle, Washington, ar- 
riving at San Francisco on September 
2. 

The New Orleans Bankers Special, 
via Southern Pacific Lines, leaving New 
Orleans September 24, stopping at 
Houston, San Antonio and El Paso, 
Texas; Globe and Phoenix, Arizona, 
and Los Angeles, arriving in San Fran- 
cisco, September 29. 

The Missouri Special, via Kansas 
City, leaving St. Louis, September 24, 
arriving in San Francisco September 
28. Kansas delegates will join the 
Missouri Special at Kansas City Sep- 
tember 25. 

The Bankers Tour of the Rainbow 
Tours leaving Boston, New York and 
various points in the East, September 
17, and from various points in Ohio 
and Michigan, September 18. Included 
in its stopovers are Chicago; Alber- 
querque, New Mexico; Grand Canyon, 
Arizona; and Los Angeles, San Diego, 
Catalina Islands and Yosemite National 
Park, California, arriving in San Fran- 
cisco, September 28. The return trip 
includes stop-overs in Salt Lake City, 
Utah; Colorado Springs and Denver, 
Colorado, arriving in Chicago, October 
10. 

A Bankers Special leaving Cleveland 
September 16, visiting the Grand Can- 
yon, Arizona; Zion National Park, 
Utah, and Colorado Springs and the 
Royal Gorge, Colorado. 

Two combined water and rail tours 
have been announced. The Dollar 
Steamship Line has arranged a tour 
starting from New York on the S.S. 
President Johnson, the afternoon of 
September 12. Stops will be made at 
Havana, Cristobal and Balboa, Canal 
Zone, and Los Angeles; thence the trip 
continues by train to San Francisco, 
with arrival there September 30. 

The Panama Pacific Line has planned 
a rail tour to the convention city with 
return by water. The train leaves 
New York via New York Central Rail- 
road at midnight, September 23. Stop’ 
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Montgomery street, the center of San Francisco's financial district and known 


as the “Wall Street of the West.” 


overs will be made in Chicago; Colorado 
Springs, Colorado; Santa Fe and Al- 
buquerque, New Mexico; Grand Can- 
yon, Arizona, and Pasadena, Santa 
Barbara and Del Monte, California. 
From the last point the water trip 
begins via S.S. California to Balboa, 
Havana and New York. 

Reduced summer tourist fares to the 
convention have been authorized by 
the railroads from the territory east of 
and including El Paso, Texas; Albuquer- 
que, New Mexico; Ogden and Salt Lake 
City, Utah; the states of Montana, 
Idaho, Washington, Oregon, and from 


British Columbia. Tickets may be 
purchased up to September 30 with 
final return limit October 31, 1929 and 
are good going and returning via di- 
verse routes with stopovers. No 
identification certificates as delegates to 
the convention are required. 

From points in the territory com- 
prising California, Arizona, Nevada, 
Idaho, Washington, Oregon and British 
Columbia, a special round trip 16-day 
limit summer excursion ticket will also 
be available and will be on sale until 
September 30. This ticket is practically 
on the fare and one-third basis. 





STERLING NATIONAL 
BANK & TRUST COMPANY OF NEW YORK 


CHANIN BUILDING : 42nd ST. AT LEXINGTON AVE. 
Commenced Business May 7, 1929 


Condensed Statement June 29, 1929 


RESOURCES 


Cash on Hand and Due from Banks 


U. 8S. Government Bonds & other Investments 


Brokers’ Call Loans 
Loans and Discounts 


Customers’ Liability, Account of Acceptances 


Furniture & Fixtures 
Call Loans for Account of Customers 


Customers’ Liability Account of Letters of Credit 


Other Assets 


Total Resources 


Capital Stock 

Surplus 

Undivided Profits 

Special Reserve 

Reserve for Unearned Discount 
Reserves for Taxes, Interest, etc. 
Acceptances 

Loans for Account of Customers 


Letters of Credit Issued and Outstanding 


Deposits 
Total Liabilities 


$2,588,988.92 
370,189.06 
4,705,000.00 
8,147,175.42 

- 31,180.87 
290,754.88 
1,295,000.00 
341,401.83 
40,477.65 


$17,810,168.63 


341,401.83 
12,081,050.43 


$17,810,168.63 


OFFICERS 
Samuel H. Golding, Chairman of the Board 


Joseph Brown, President 
Harry L. Wissing, Vice President 


Abraham Cohen, Asst. Vice President 


Harry A. Siegel, Asst. Vice President 
Charles H. Hoffman, Cashier 
Harry N. Herber, Jr., Asst. Cashier 


DIRECTORS 


OSCAR ABEL, 
Vice President, Consolidated Retail 
Stores, Inc. 


ABRAHAM BRICKEN, 


President, Bricken Construction and 
Improvement Corporation. 


JOSEPH BROWN, 
President 


ABRAHAM DEL MONTE, 
Abe Del Monte & Co., Inc., Millinery 


SAMUEL H. GOLDING, 
Investments 
MORRIS W. .HAFT, 
Morris W. Haft & Bros., Inc., Women’s 
Wear 
MICHAEL HOLLANDER, 
A. Hollander & Son, Inc., Fur Dyers 


HENRY HOMES, 

Homes & Davis, Accountants 
JULIUS KLORFEIN, 

Garcia Grande Cigar Co. 


ARTHUR M. LAMPORT, 

A. M. Lamport & Co., Investments 
WALTER E. LEONARD, 

President, Leonard-Fitzpatrick, Mueller 

Stores Co. 
IRVING I. LEWINE, 

Irving I. Lewine, Inc., Real Estate 
ISAAC LIBERMAN, 

President, Arnold Constable & Co. 
FRANK V. MURRAY, 

Treasurer, The Hilton Co., Inc. 
SYDNEY T. PERRIN, 

W. L. Perrin & Son, Insurance 
SAMUEL RAISLER, 

President, Raisler Heating Company 
LEE SHUBERT, 

President, Shubert Theatrical Corpo- 

ration 
PETER M. SPEER, 

Standard Oil Company of New York 
HARRY THOENS, 

President, Thoens & Flaunlacher, Inc., 

Real Estate 


A NATIONAL BANK WITH COMPLETE TRUST POWERS 


Member Federal Reserve System 


Letters of Credit and Travellers Cheques Issued 
Complete Domestic and Foreign Banking Service 





What Banks and Bankers 
Are Doing 


ILLIAM J. ECK, secretary of 
\X/ the Equitable Trust Company 

of New York since 1918, has 
been appointed a vice-president of the 
company, in addition to his secretary- 
ship. Mr. Eck has been a banking ex- 
ecutive in New York since 1905. He 
was assistant secretary of the old City 
Trust Company when it was consoli- 
dated with the Trust Company of 
America, which, in turn, was merged 
into the Equitable Trust Company in 
1912. 


Davip SmmzE, for many years a member 
of the foreign department of the Bank 
of America N. A., New York, has been 
appointed assistant cashier in charge of 
foreign banking activities for the Brook- 
lyn branches. He will make his head- 
quarters at the Nassau office of the 
Bank of America at 16 Court street 
and will continue the foreign depart- 
ment work formerly conducted by the 
Nassau National Bank prior to its 
merger with the Bank of America. 


Joun P. Byer, for the last year vice- 
president of the City National Bank of 
Bridgeport, Conn., has been elected an 
assistant vice-president of the National 
Shawmut Bank of Boston. Mr. Byer 
was associated with the Shawmut prior 
to his connection with the Bridgeport 
institution, first as assistant cashier and 
later as assistant vice-president. Mr. 
Byer is a graduate of New York Uni- 
versity law school and practiced law 
for two years before entering banking. 
He spent seven years with the Irving 
National Bank, now the Irving Trust 
Company, of New York, before his 
athliation with the Shawmut. 


Cot. Leonarp P. Ayres, vice-president 
Cleveland Trust Company, is one of the 
dozen delegates of the American Legion 
at the convention of Fidac, an organiza- 


tion including representatives from na- 
tions on both sides of the late war, be- 
ing held in Belgrade. Colonel Ayres is 
an honorary member of the State Coun- 
cil of Statistics for Jugoslavia. 


WILLIAM J. Eck 


Recently advanced ‘to vice-president 
of the Equitable Trust Company, 
New York. 


Rosert E. BrooME and James M. 
Nicely have been appointed  vice- 
presidents of the Guaranty Trust Com- 
pany of New York. 


PEYTON F. McLams, formerly a mem- 
ber of the credit department of the 
Chase National Bank of New York, 
has become associated with the Bank of 
America N. A., New York. He will 
work directly with Elmore F. Higgins 
and Jerre L. Dowling, vice-president 
and assistant vice-president, respectively, 
in the handling and developing of the 
bank’s business in the South and in 
textiles, chain stores and utilities in 


459 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


New York City. He is a native of 
North Carolina and a graduate of West 
Point in the class of 1924. 


J. A. McCartHuy 


Recently appointed associate trust of- 
ficer of the Mercantile-Commercial 
Bank and Trust Company, St. Louis. 


Harotp H. Hem, formerly assistant 
vice-president, has been appointed vice- 
president of the Chemical Bank & 
Trust Company, New York. Wandell 
M. Mooney, Gilbert H. Perkins and 
Spencer Tunnell, Jr., assistant secre- 
taries, have been elected assistant vice- 
presidents. 


Oscar H. Merz, vice-president of the 
Fidelity Union Trust- Company of 
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New York City 


Newark, N. J., has been appointed 
vice-president in charge of credits, 
Roy F. Duke, formerly treasurer, has 
been appointed assistant vice-president, 
and Henry Schneider, assistant vice- 
president, has been appointed assistant 
vice-president and treasurer. 


J. A. McCartny, former assistant trust 
officer of the newly consolidated Mer- 
cantileCommerce Bank and _ Trust 
Company of St. Louis, has been ap- 
pointed associate trust officer of the 
company. He has also succeeded David 
Biggs as vice-president and trust officer 
of the National Bank of Commerce in 
St. Louis, the corporate existence of 
which has been continued for the pur’ 
pose of caring for its trust business. 
Mr. McCarthy has been in trust work 
for twenty-two years, eleven of which 
he spent as assistant trust officer at the 
National Bank of Commerce. At the 
same time he served as secretary of the 
Federal Commerce Trust Company 
from the time of its organization. 


WILLIAM H. HILt, of Kidder, Peabody 
& Company, Boston, and George Ram- 
sey, of Harris, Forbes & Company, New 
York, have been elected to the board of 
directors of the Commercial Credit 
Company of Baltimore. 


WILLIAM G. ROELKER has resigned as 
vice-president of the Industrial Trust 
Company of Providence, R. I., to enter 
the investment banking field and has be 
come associated with the firm of Mande- 
ville, Brooks & Chaffee of that city. 


Mr. Roelker joined the executive staff 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


of the Industrial Trust in 1920 and two 
years later was elected a vice-president. 
He had previously been advertising 
manager of the Providence Journal and 
Bulletin. 


GERARD Swope, president of the Gen- 
eral Electric Company, has been elected 
a director of the National City Bank 
of New York. This is the first oc- 
casion on which he has associated him- 
self as a director in an enterprise out- 
side the electrical and power field. It 
is also the resumption of an active as- 
sociation between Mr. Swope and 
Charles E. Mitchell, chairman of the 
National City Bank, the groundwork 
for which was laid more than thirty 
years ago when both were in the em- 
ploy of the Western Electric Company. 

Mr. Swope is, in addition to being 
president of the General Electric Com- 
pany, chairman of the International 
General Electric Company; a director 
in the Italian Super Power Corpora- 
tion of Dover, Del., British Thomson- 
Houston Co., Ltd., Compagnie Francaise 
Thomson-Houston of Paris, National 
Broadcasting Company and the Radio 
Corporation of America; and governor 
of the National Electric Manufacturers 
Association of New York. 


JuLius LIcHTER, vice-president of the 
Bank of United States, New York, has 
rzsigned to become the head of a new 
investment house to be known as Julius 


Lichter & Co., Inc. Edmund Wright, 
recently elected a vice-president of the 
bank, will succeed Mr. Lichter in tak- 
ing charge of the office of the Bank of 


United States at Seventh avenue and 
39th street. 


+} UNDERWOOD & UNDERWOOD 
A. E. DuNCAN 


Chairman of the board of the Com- 
mercial Credit Company, Baltimore, 
Md. 


ALEXANDER E. DuNCAN, chairman of 
Commercial Credit Company of Balti- 
more, has announced the June 30 state- 
ment of that company, which shows 
total resources of $201,322,543. The 
statement shows capital stock totaling 
$57,516,112, divided into $3,000,000 
of preferred subsidiary companies; $12,- 
000,000 first preferred; $4,000,000 pre- 
ferred class “B”; $15,000,000 class A 
convertible, series A; $206,210 minority 
common stock and surplus Kemsley, 
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Millbourn & Co., Ltd.; and $23,309,- 
902 common no par value. 

Among its assets the company lists 
motor lien retail time sales notes of 
$106,498,110. 

The Commercial Credit Companies 
group includes, in addition to Com- 
mercial Credit Company of Baltimore, 
Commercial Credit Corporation of New 
York and Montreal, Commercial Credit 
Company, Inc., of New Orleans, Com- 
mercial Credit Trust of Chicago and 
Kemsley, Millbourn & Co., Ltd., of 

New York. 


PACIFIC TRUST COMPANY 
EXPANSION PLANS 


THE Pacific Trust Company of New 
York, formerly the Pacific Coast Trust 
Company, has announced plans for 


HERMAN J. Coox 


President of the Pacific Trust Com- 
pany, New York, which plans ex- 
pansion. 


recapitalization and reorganization. The 
company has applied to the state bank- 
ing authorities for permission to in- 
crease its capitalization from $1,500,000 
to $8,000,000. 

Herman J. Cook, who has been vice- 
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president of the Equitable Trust Com- 
pany of New York for a number of 
years, has been elected president of the 
institution and has assumed his new 
duties. 

Capital, surplus and undivided profits 
of the Pacific Coast Trust Company, 
as disclosed in its statement of condition 
as of June 29, last, amounted to $3,319,- 
444. As a result of the upward re- 
vision of its capitalization, the paid 
in surplus will be increased to $7,100,- 
000 at the same time that the com- 
pany’s capital is increased to $8,000.000. 

In furtherance of the institution's 
plan of expansion, the American 
Pacific Corporation has been organized 
as a securities company affliated with 
the bank through common ownership of 
the stock of the two companies. Amer- 
ican Pacific Corporation will have a 
capital and surplus of $1,250,000. 

As part of its expansion plans, the 
trust company is understood to have 
placed privately 40,000 shares of its 
capital stock, to which are attached 
an equal number of shares of the stock 
of the American Pacific Corporation, at 
a price of $275 per unit, thus raising 
a total of $11,000,000. 

The Pacific Coast Trust Company 
was originally organized some two years 
ago as an afhliate of the American 
Trust Company of San Francisco, and 
western interests will continue to hold 
a substantial portion of its stock. It 
is also understood that the Goldman 
Sachs Trading Corporation will own 
a substantial interest in the bank as 
recapitalized. 

Among the directors of the enlarged 
institution will be the following: 

Samuel W. Anderson, assistant sec’ 
retary the Goldman Sachs Trading 
Corporation; C. J. Bertheau, vice-presi- 
dent Pacific Trust Company; Edward 
Hardy Clark, vice-president and di 
rector, Cerro de Pasco Copper Corpora’ 
tion; Harley L. Clarke, president Utili- 
ties Power & Light Corporation; Her: 
man J. Cook, president Pacific Trust 
Company; Oscar Cooper, partner, 
Shearson, Hammill & Co., New York; 
F. Donald Coster, president McKesson 
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& Robbins, Inc.; Reginald Halladay, 
member, Halladay & Co., New York; 
Franz H. Hirschland, president and 
director, Metal & Thermit Corporation; 
Silas W. Howland, partner, Root, 
Clark, Buckner, Howland & Ballan- 
tine, New York; William Forbes Ingold, 
partner, Pynchon & Co., New York; 
Christian O. G. Miller, president Pa- 
cific Lighting Corporation, San Fran- 
cisco; vice-president and director, Amer- 
ican. Trust Company; Harry C. Piper, 
vice-president Lane, Piper & Jaffray, 
Inc.; vice-president and director, Truax, 
Traer Coal Co.; Howard J. Sachs, part- 
ner Goldman, Sachs & Co.; Clifford 
F. Stone, president Shenandoah Cor- 
poration. 


C. S$. McCain 


President of the enlarged institution 
formed by the Chase-Park merger. 


BANK OF UNITED STATES 
OPENS 58TH OFFICE 


THE Bank of United States, New York, 
has opened its fifty-eighth office at 204th 
street and Perry avenue, the Bronx. 
The bank was organized in 1913 with 
a capital of $100,000 and today has re- 
sources of more than $300,000,000 and 


more than 350,000 depositors. 
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CHASE-PARK MERGER TAKES 
EFFECT 


CONSOLIDATION of the Chase National 
Bank and the National Park Bank of 
New York took place at the close of 
business August 24. The new insti- 
tution is being operated under the 
charter of the Chase with capital, 
surplus and undivided profits of $242,- 
069, 453. The consolidated institution 


ALBERT H. WIGGIN 


Chairman of the board and senior ex- 
ecutive of the Chase National Bank. 


has deposits of $1,064,688,956, and 
total resources, not including those of 
the security afhliate, of more than $1,- 
497,876,996. 

Albert H. Wiggin, chairman of the 
Chase, remains as chairman and senior 
executive, while Charles S. McCain, 
president of the National Park, is 
president of the enlarged bank. He 
succeeded Robert L. Clarkson, who 
has been made vice-chairman of the 
board of directors. John McHugh 
is chairman of the executive committee. 
Other officers of the two banks con- 
tinue as officers of the enlarged bank 
and the combined boards of directors 
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constitute the directorate of the merged 
bank. 

The Chase now has _ twenty-eight 
offices in New York City and Brooklyn 
and three foreign branches. 


LEFCOURT-CLAREMONT 
MERGER ARRANGED 


STOCKHOLDERS of the Lefcourt Nor- 
mandie National Bank and the Clare- 
mont National Bank, New York, have 
approved plans for the merger of the 
two banks. Terms of the merger pro- 
vide for the exchange of one share of 
Lefcourt Normandie stock of $100 par 
for three and one-half shares of Clare- 
mont of $25 par. The bank is to be 
known as the Lefcourt National Bank 
and Trust Company. 


GUARANTY COMPANY TO 
INCREASE CAPITAL 


STOCKHOLDERS of the Guaranty Com- 
pany, New York, have voted to in- 
crease the capital stock of the company 
from 90,000 to 200,000 shares, the is- 
suance of which will give the company 
total capital of $20,000,000 and surplus 
of $8,000,000. The stock of the Guar- 
anty Company is entirely owned by the 
Guaranty Trust Company of New 
York. 


HIBERNIA BANK OPENS 
TRAVEL BUREAU 


THE Hibernia Bank & Trust Company, 
New Orleans, has established a travel 
bureau to handle steamship, railroad 


and airplane transportation. The bank 
has been appointed by the United States 
Lines, Inc., as its agent in Louisiana 
and Texas. A specialty of the bureau 
will be airplane reservations; it will 
book passengers either on_ regular 
schedule or on special trips. 

The travel bureau has arranged to 
act as agent for the special and world 
tours and for Cook’s tours, American 
Express Company and Raymond & 
Whitcomb tours. The increased Euro- 
pean and world-wide travel from the 
southern states was the principal fac- 
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tor in influencing the bank to open the 
travel bureau, according to R. S. Hecht, 
president. 


MANUFACTURERS TRUST BUYS 
SEABOARD BUILDING 


THE Manufacturers Trust Company of 
New York has arranged to buy from 
the Seaboard National Bank the build- 
ing which is now occupied by the latter 
as its main office. The Seaboard and 
the Equitable Trust Company will com- 
bine soon in the new Equitable building 
and the Manufacturers Trust will es- 
tablish quarters in the Seaboard offices 
on September 16. Its present main 
offices, at 139 Broadway, will be con- 
tinued as one of its branches. 

Manufacturers has been using several 
floors in the building adjoining its pres 
ent headquarters and has been in need 
of a more spacious main office. The 
offices of the Seaboard Bank will fill the 
present needs of the Manufacturers 
Trust, it was said. Room for expansion 
has also been provided in the purchase 
from the Seaboard of additional prop- 
erty adjoining the present bank build- 
ing on Beaver street. 

The Seaboard Bank building is a ten- 
story structure, erected in 1920. At 
the time of its completion it was 
awarded first prize by the Downtown 
League as the best building erected in 
the previous year. 


SEWARD BANK OPENS FIRST 
BRANCH 


THE Seward National Bank and Trust 
Company, New York, will open its first 
branch office early this month in the 
new apartment building at 93rd street 
and Amsterdam avenue. Ralph C. 
Cook, assistant cashier, will be in charge 
of the branch. 

The Seward opened for business in 
March, 1927, and moved to its present 
location at 2 Park avenue the following 
year. On June 29 it had total resources 
of more than $9,000,000, with capital, 
surplus and profits of $3,200,000. Alex- 
ander S. Webb is president. 





WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 
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JOHN HANCOCK LOANS 
FOR JULY 


FARM and city mortgage loans totaling 
$3,794,355 were accepted by the John 
Hancock Mutual Life Insurance Com- 
pany of Boston during the month of 
July, the farm loans to yield 5.11 per 
cent. and the city loans 5.78 per cent. 
This makes a total of $26,279,165 farm 
and city loans made by the company 
this year. 


CENTRAL HANOVER PLANS 
NEW BRANCH BUILDING 


THE Central Hanover Bank & Trust 
Company, New York, is planning to 
erect a $1,000,000 building at the cor- 
ner of Sixth avenue and 35th street to 
house its branch now located there. The 
new building will be seventeen stories 
high and will have a frontage of 75 
feet on Sixth avenue and 100 feet on 
35th street. 


W. J. BauKNET has been elected as- 
sistant treasurer of the Union Trust 
Company of Cleveland in charge of the 
Peral-State office. Mr. Bauknet has had 
thirty-five years’ experience as a banker 
in Cleveland. He is also vice-president 
and a director of the North American 
Fibre Products Company. 


CLEAVELAND V. Cuitps, formerly a 
partner in Hathaway & Company, New 
York, has joined the Manufacturers 
Trust Company of New York as a 
vice-president. Mr. Childs began his 
business career with the New Jersey 


Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $5,500,000 Undivided Profits $601,000 


JULIAN P. FAIRCHILD, President 


ALBERT E. ECKERSON Auditor 


INTEREST 
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eanemneneeen sien eee: 


THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 


ALLOWED ON DEPOSITS 
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Registration & Trust Company and 
later joined the National Park Bank of 
New York, where he specialized in 
credits. Seven years later he was ap- 
pointed credit manager of Hathaway, 
Smith, Folds & Co., later becoming a 
partner in that firm and in its suc- 
cessor, the present firm of Hathaway & 
Co. He is a member of the National 
Association of Credit Men and of the 
Robert Morris Associates. 


CHICAGO BANKERS ORGANIZE 
INVESTMENT TRUST 


THE formation of an investment trust 
with broad powers by interests identi- 
fied with the National Bank of the Re- 
public, Chicago, has been announced. 
The new organization, which will be 
known as National Republic Investment 
Trust, will be managed by eight trustees, 
all of whom are executive officers of 
the National Bank of the Republic and 
will deal generally in securities. Its 
authorized capitalization will consist of 
120,000 convertible preference shares 
and 420,000 common shares, of which 
100,000 convertible preference shares 
and 280,000 common shares will be 
presently outstanding. Public offering 
of 100,000 convertible preference shares 
and 100,000 common shares, it is ex- 
pected, will be made shortly by A. G. 
Becker and Company. 


The convertible preference shares 


‘will be entitled to cumulative dividends 


of $3 per annum per share and each 
share will be convertible into one com- 
mon share for two years, thereafter into 
three-quarters of a common share for 
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two years and thereafter into one-half 
common share. 

“While the experience and interests 
of the trustees of the new organization 
are largely in the banking field and 
some investments will no doubt be 
made in the stocks of banking institu- 
tions, the trust will have broad powers 
to deal generally in securities of all 
types,” said George Woodruff, chair- 
man of the board of the bank, in an- 
nouncing the trust. “The widespread 
interests of a financial institution such 
as the National Bank of the Republic 
provide investment opportunities that 
are not ordinarily available and Na- 
tional Republic Investment Trust has 
been organized to provide a medium 
for participation in such investments by 
the individual investor.” The stock- 
holders of the National Bank of the 
Republic should profit by the forma- 
tion of this new organization as a large 
number of shares will be held by trus- 
tees for the benefit of all of the stock- 
holders of the bank. 


PHILADELPHIA BANKS PLAN 
MERGER 


STOCKHOLDERS of the American Bank 
and Trust Company and the Central 
National Bank of Philadelphia have 
voted to merge the two institutions 
under the name of the latter. Total 
resources of the two banks, as of June 
29, were $47,084,429. 

Under terms of the merger the stock- 
holders of the American Bank will re- 
ceive two shares of Central Bank stocks 
of $10 par value for each share of $50 
par value American Bank stock held. 
The Central National will increase the 
capital stock of the new institution 
by issuing 34,000 additional shares to 
the stockholders. Rights will be given 
to subscribe to the new stock of a par 
value of $10, in the ratio of one share 
for each five shares held at $70 a 
share. 

The stockholders approved the for- 
mation of the Central National Securi- 
ties Company and the transfer of 
$1,000,000 from surplus or profits for 
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that purpose. Archie D. Swift, presi- 
dent of the Central National Bank, 
will be president of the consolidated 
institution. 


BANK WOMEN TO MEET IN 
SAN FRANCISCO 


THE Association of Bank Women will 
meet in San Francisco September 30 
to October 3, in conjunction with the 
American Bankers Association. 

Their official and registration head- 
quarters will be at the Sir Francis 
Drake Hotel with residential head- 
quarters at the Western Women’s Club. 

The following committee chairmen 
have been appointed: General conven- 
tion, Mrs. Edward Dexter Knight, direc’ 
tor women’s banking department Bank 
of Italy, N. T. & S. A., San Francisco; 
program committee, Miss Nina Y. Car- 
ter, manager women’s department 
Peoples Trust & Savings Bank, Chicago; 
publicity, Miss Mary E. Stetson, man- 
ager women’s department 457th street 
branch, Chase National Bank, New 
York; local, Miss Margaret Daily, assist- 
ant director women’s department Bank 
of Italy, N. T. & S. A., San Francisco; 
exhibits, Miss N. Viola Musgrove, assist: 
ant cashier and chief clerk Bank of 
Italy, N. T. & S. A., San Francisco. 


100 PER CENT. STOCK DIVIDEND 
FOR BROOKLYN BANK 


THE board of directors of the Peoples 
National Bank of Brooklyn, N. Y., 
has recommended to stockholders a 100 


per cent. stock dividend, with the 
further privilege to stockholders of 
subscribing for one new share of stock 
for each share held, after the dividend 
declaration, at $300 a share. The 
capital will thus be increased from 
$200,000 to $500,000 and surplus from 
$300,000 to $400,000. 


IOWA BANKS MERGE 


THE Iowa-Des Moines National Bank 
has been formed by the consolidation 
of the Des Moines National Bank with 
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the Iowa National and the Des Moines 
Savings Bank & Trust Company of 
Des Moines, Iowa. The new bank has 
capital and surplus of more than 
$3,000,000, deposits of more than $35,- 
000,000 and resources exceeding $40,- 
000,000. This makes the new bank 
the largest in the state. 

Louis C. Kurtz, president of the 
Des Moines National, heads the new 
institution as chairman and Clyde E. 
Brenton, president of the Iowa Nation- 
al, as president. 


WORCESTER BANKS PLAN 
MERGER 


PLans are being made which, if 
carried through, will bring about the 
sale of control of the North Brookfield 
National Bank of Worcester, Mass., 
to interests identified with the Wor- 
cester County National Bank of the 
same city. The Worcester County Na- 
tional a few years ago bought control 
of the Fitchburg Bank & Trust Com- 
pany. 

The North Brookfield National has 
capital stock of $50,000, surplus of 
$13,000 and undivided profits of $12,- 
000. Individual deposits total $530,- 
000 and bank deposits $64,000. 


SEATTLE BANKS MERGE 


Four large Seattle banks and six sub- 


sidiaries were involved in a merger 
which took place in that city recently 
when Dexter Horton National, the 
First National, the Seattle National 
and the University National were con- 
solidated to form the First-Seattle-Dex- 
ter Horton National Bank. The First- 
Seattle-Dexter Horton Securities Com- 
pany will be affiliated with the new 
bank. 

The bank’s capital, surplus and un- 
divided profits are $10,000,000. M. 
A. Arnold, president of the First Na- 
tional, heads the new bank. 

Total deposits of the new bank, 
based on June 29 statements, are $100,- 


858,194. while total resources are 
$119,025,542. 


The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


PHILADELPHIA BANKS UNITE 


MERGER of the Drovers’ and Merchants’ 
National Bank of Philadelphia with the 
Bankers Trust Company of that city 
has been arranged by the directors, 
and it is planned to have the consoli- 
dation become effective on October 12. 
Combined capital will be $4,876,000. 
Capital, surplus and undivided profits 
of the two institutions total about 
$7,800,000, and the deposits more than 
$29,000,000. Bankers Trust  stock- 
holders will meet on October 10, to 
authorize an increase in the capital 
stock to $7,500,000, of which $14,286,- 
would be issued for the Drovers’ and 
Merchants’ National Bank’s stock. 


SHAWMUT CORPORATION 
INCREASES BOARD 


THE directorate of the Shawmut Cor- 
poration of Boston has been increased 
to thirteen members. The new directors 
are Louis K. Liggett, president of the 
United Drug Company; George H. 
Clough, president of the Russell Com- 
pany; Walter H. Trumbull, Jr., of 
Kidder, Peabody & Co., investment 
bankers; and W. Eugene McGregor, 
vice-president of Harris, Forbes & Co., 
security underwriters. 

The Shawmut Corporation, which is 
wholly owned by the stockholders of 
the National Shawmut Bank, is one of 
the largest dealers in the United States 
in bankers’ acceptances, and its in- 
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vestment business has shown a remark- 
able growth during the last few years. 


PLAZA INVESTING MAKES 
PUBLIC OFFERING 


THE Plaza Investing Corporation, afhli- 
ated with the Plaza Trust Company of 
New York, made its first public offer- 
ing recently. Its statement of condi- 


MICHAEL H. CAHILL 


President Plaza Trust Company, New 
York, and a director in the Plaza 
Investing Corporation. 


tion as of June 30 showed resources of 
$2,498,639. M. H. Cahill, president of 
the Plaza Trust Company, is one of the 
eleven members of the board of direc- 
tors. 


CHASE SECURITIES OPENS 
SAN FRANCISCO OFFICE 


THE Chase Securities Corporation, in- 
vestment afhliate of the Chase National 
Bank of New York, has opened a 
new office at 111 Sutter street, San 


Francisco. Adolph R. Snoble, assist- 
ant vice-president, is in charge. The 
company opened fourteen offices in 
this country and abroad last year and 
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plans to extend its investment service 
throughout the world. 


GENERAL MOTORS SALES 
INCREASE 


DurRING the month of July General 
Motors dealers delivered to consumers 
181,851 cars, according to an announce- 
ment by Alfred P. Sloan, Jr., president. 
This compared with 177,728 for the 
corresponding month last year. Sales 
by General Motors manufacturing di- 
visions to dealers amounted to 189,428, 
or an output of 7900 cars a day, as 
compared with 169,473 for the same 
month last year. 


Max J. SCHNEIDER 


Vice-president of the Lefcourt Na- 

tional Bank and Trust Company, 

New York, who will be given a testi- 

monial dinner on September 19 by 
1500 of his friends. 


BANCAMERICA-BLAIR OPENS 
OFFICE IN ATLANTA 


THE Bancamerica-Blair Corporation, 
securities affiliate of the Bank of Ameri 
ca, New York, has opened an office 
in Atlanta, Ga., with Arthur M. Hoag’ 


land in charge. 








SPRINGFIELD BANKS PLAN 
TO CONSOLIDATE 


Directors of the Springfield and the 
Chapin National banks, of Springfield, 
Mass., have voted to recommend to 
stockholders the merger of the two 
banks on a share-for-share basis, the 
consolidation to take place October 
11. 

The new institution is to be the 
Springfield Chapin National Bank and 
Trust Company. With deposits of 
about $20,000,000 it will rank fourth 
among commercial banks in the State 
outside of Boston. It will be affiliated 
with the Old Colony Trust Company of 
Boston. 

It is believed that Wallace V. Camp, 
president of the Springfield National, 
is slated for the presidency of the new 
bank and that Harry A. Woodward, 
president of the Chapin, will be chair- 
man of the executive committee. The 
Chapin was founded in 1873 and the 
Springfield, 1893. 


COMMERCIAL INVESTMENT 
TRUST CORPORATION 
STATEMENT 


THE June 30 statement of the Commer- 
cial Investment Trust Corporation, New 
York, which included the subsidiaries, 
showed total capital and surplus of 
$52,775,437 and resources of $221,223,- 
043. 

During the first six months of 1929 
the company’s net volume of business 
was $265,106,369 a remarkable growth 
over that of 1928, which for the en- 
tire year totaled $282,163,895. The 
volume of business has shown a con- 
stant growth since 1919, when it 
amounted to $23,532,678. 

According to the statement, the Com- 
mercial Investment Trust Corporation 
“offers a highly specialized financial 
service to manufacturers and merchants 
who extend credit in the sale of their 
merchandise. Its functions supplement, 
but do not compete with, those usually 
performed by commercial banks. The 
facilities of this organization are now 





THE BANKERS MAGAZINE 






The calendar may read Septem- 
ber, but the thermometer 
registers August — in 


ATLANTIC CITY 


where fall comes but summer lingers 
— here 


THE CHELSEA 


is daily welcoming the discriminating 
who are enjoying this most alluring |y 
season amid the charming surround- 
ings of THE CHELSEA — 


which occupies an entire block on the 
Boardwalk, with ocean view from al- 
most every window — 


which has a ten-story fireproof addi- 
tion of bedchambers, each room with 
bath with fresh and sea water — 


which offers both American and Euro- 
pean plans, serving food which is com- 
parable to nothing less than Ambrosia ! 


THE CHELSEA EXPECTS YOU 





being employed by representative com- 
panies in more than seventy diverse 
lines of business... .” 


GUARDIAN GROUP TO ADD 
PORT HURON BANKS 


THE boards of directors of the Federal 
Commercial and Savings Bank and 
the First National Bank and Trust 
Company, of Port Huron, Mich., have 
approved a proposal that these two 
banks become units of the Guardian 
Detroit Group. If the plan is approved 
by the stockholders, the union, when 
effected, will raise the capital assets 
of the Guardian Group to approxi- 
mately $23,000,000 and total resources 
to more than $146,000,000. 

The Guardian Detroit Bank, Guardi- 
an Trust Company and Guardian De- 
troit Company were the original units 
of the group. To them have been 
added the Highland Park State Bank 
and the Highland Park Trust Company, 
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the Bank of Dearborn, and the National 
Union Bank and Trust Company of 
Jackson, Mich. 

Henry E. Bodman is chairman of 
the Guardian Detroit Group, Inc.; 
Robert O. Lord is president; John C. 
Grier, Jr., James L. Walsh and Phelps 
Newberry, vice-presidents; and Lewis K. 
Walker, secretary. 


ITALO PALERMO 


President the Bank of Sicily Trust 
Company of New York. 


BANK OF SICILY TRUST STATE- 
MENT 


CONDENSED statement of the Bank of 
Sicily Trust Company, New York, as 
of June 30, 1929, shows capital of $1,- 
500,000, surplus of $1,500,000 and un- 
divided profits of $430,000, reserves of 

222,845, deposits of $12,091,257 and 
total resources of $16,398,853. 

The Bank of Sicily Trust Company 
was organized April 29, 1925, under 
the name of the Banco di Sicilia Trust 
Company, and on December 31 of that 
year its deposits amounted to $2,179,- 
641 and its total resources to $2,728,- 
276. In February, 1926, Italo Palermo 
became president of the company and 


under his management the bank has 
shown constant growth. 

The Bank of Sicily Trust Company 
was organized by the Banco di Sicilia, 
the head office of which is at Palermo, 
Italy. The parent institution is one 
of Italy’s oldest banks and has branches 
all over Italy. The Bank of Sicily 
Trust Company is, however, an in 
dependent unit and thus keeps and 
invests all of its resources in the United 
States. Its aim is to give all American 
citizens of Italian extraction and 
Italians liviug in the United States an 
up-to-date and sound banking institu- 
tion. 

The May 31 statement of the parent 
institution, the Banco di Sicilia, shows 
capital and reserve of Lire 416,221,750, 
deposits of Lire 1,806,241,051 and 
total resources of Lire 4,043,720,609. 


IGNAZIO MorMINO 


President and general manager Banco 
de Sicilia, Palermo, Italy. 


CONTINENTAL BANK PLANS 
NEW BUILDING 


A FIFTY story bank and office building, 
to be 100 per cent. co-operative, an 
designed exclusively for the Contin 
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ental Bank and stock exchange and 
curb houses, is to be erected at the 
southwest corner of Broad street and 
Exchange place, New York, upon the 
expiration in 1931 of existing leases. 
The project will involve an expenditure 
of $20,000,000. 

The Continental Bank has recently 
been raised from an institution with 
capital and surplus of $2,500,000 to a 
position as the “brokers’ bank” with 
total capital funds of more than $20,- 
000,000. The directors have recently 
declared a quarterly dividend of 30 
cents a share on the new $10 par 
stock. 


GENERAL MOTORS ACCEPT- 
ANCE STATEMENT 


BALANCE sheet of General Motors Ac- 
ceptance Corporation as of June 30 
showed total resources of $483,216,244. 
Capital of the company is $40,000,000, 
surplus $10,000,000, undivided profits 
$16,565,695. 


MARINE UNION INVESTORS 
ADDS THREE TO GROUP 


THE Orleans County Trust Company 
of Albion, N. -Y., the Bank of Snyder, 
Snyder, N. Y. and the Bank of East 
Aurora, East Aurora, N. Y., have 
recently been added to the Marine 
Union Group of banks, according to 
announcement by Seymour H. Knox, 
president of the company. 

The Niagara Falls Trust Company, 
through the merger with the National 
Bank of Niagara and Trust Company, 
has joined its resources with the Marine 
Union group under the name of the 
Niagara Falls Trust Company. 

There are now fourteen banks in 
the Marine Union Investors group, 
with combined resources of more than 
$435,000,000.00. As of June 29, this 
is an increase of approximately $29,000,- 
000.00 when compared with the state- 
ment issued on March 27 of this year. 

George F. Rand, president of the 
Marine Trust Company of Buffalo, 
is chairman of the board of the Marine 
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Union Investors. On the directorate 
are included many directors of the 
Marine Trust Company, together with 
directors from the afhliated banks and 
heads of prominent corporations and 
investment houses. 


MOSLER SAFE FOR NIGHT 
DEPOSITS 


THE Mosler Safe Company of Hamil- 
ton, Ohio and New York, has de- 
veloped a very unique safe to take care 
of deposits made after regular banking 
hours. It is easy to operate and one 
particular feature is the signal that is 
given to the depositor as his bag drops 
into the safe. This particular type of 
night deposit safe has been adopted by 
some of the leading banks in New York, 
such as the National City Bank, the 
Bank of United States and others for 
their branch banking. 


VICTOR J. PERE HEADS 
WASHINGTON SQUARE BANK 


Victor J. Pere has been elected presi- 
dent of the Washington Square Nation- 
al Bank of New York, which has leased 


quarters at 37 West 8th street. Edward 
S. Spafford is to be chairman of the 
board. 

Mr. Pere was formerly vice presi- 
dent of the Seventh National Bank 
of ‘New York, now merged with the 
Municipal Bank and Trust Company. 
Before that he was associated with the 
French-American Banking Corporation 
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as manager of the credit staff. The ex- 
ecutive personnel will include Paul 
W. Garrett, financial writer and econo- 
mist, as vice-president, and Frank M. 
Davis Jr., as vice-president and cashier. 
The board of directors, in addition to 
the officers, will include Frederick P. 
Altschul, William S. Butler, Charles 
E. Duross, James F. Egan, Thomas F. 
Farrell, Charles F. Goetz, William 
Merrick, William J. Olvany, John S. 
Scully and Hamilton Vreeland Jr. 


CITIES SERVICE NET 
EARNINGS 


NET earnings of the Cities Service 
Company for the year ended July 31, 
were the largest for any twelve months 
in the history of the company, amount- 
ing to $37,961,996. Net earnings for 
the month of July were $3,423,683, 
also a record for any month. 

Net earnings for the twelve months 
ended July 31, were 6.29 times interest 
and discount on its debentures. Net 
to stocks and reserves amounted to $31,- 


933, 692, or 4.71 times preferred stock 


dividends. This compares with $29,- 
191,918, or 4.29 times for the corre- 
sponding period a year ago. Net to 
common stock and reserves rose to 
$25,159,785, or $1.13 per share on the 
average number of shares outstanding, 
and an increase of $2,760,226 over the 
corresponding period a year ago. 

This is the fifteenth successive twelve 
months’ period in which Cities Service 
Company’s net earnings have set a 
record. The steady increase in earn- 
ings has been accompanied by expan- 
sion in all divisions of the organiza- 
tion's activities. 


GOLDMAN SACHS ADDS 
TO GROUP 


THE Goldman Sachs Trading Corpora- 
tion, New York, has announced a 
merger of the Pacific American Asso- 
ciates, Inc., an investment company 
which started business in January of 
this year and which has capital and 
surplus of $100,000,000. 
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The acquired company owns certain 
assets of Hunter, Dulin & Co. and Bond 
& Goodwin & Tucker, Inc., investment 
firms doing business chiefly on the Pa- 
cific Coast, and 98 per cent. of capital 
stock in the American Company. The 
American Company owns directly or 
through subsidiaries all capital stock of 
the American Trust Company, the 
American National Company, Inc., and 
C. F. Childs & Co. 

The plan contemplates a merger into 
one firm of Hunter, Dulin & Co. and 
Bond & Goodwin & Tucker. The Pa- 
cific Coast has received representation 
on the board of the Goldman Sachs 
Trading Corporation by the election of 
Frank L. Taylor of San Francisco, 
president of Pacific American Asso- 
ciates, Inc. 

The operation and affairs of Pacific 
American Associates will be under the 
management of its own officers and di- 
rectors. 

Its officers, in addition to Mr. Taylor 
as president, are Nion R. Tucker, ex- 
ecutive vice-president; E. §. Dulin, 
Garrettson Dulin, Thomas B. Eastland, 
Mark C. Elworthy, Bernard W. Ford, 
Carey S. Hill and Robert E. Hunter, 
vice-presidents; Alexander Macdonald, 
secretary, and G. Parker Toms, vice- 
president and treasurer. 


NATIONAL CITY OPENS 
MEXICAN BRANCH 


THE National City Bank of New York, 
the largest banking institution in the 
United States, has opened a branch 
in Mexico City, thus becoming also 
the only American bank with direct 
branch facilities operating in the Re 
public of Mexico. The branch will 
be under the management of William 
B. Richardson, formerly manager of 
the National Ciity branch in Genoa, 
Italy, and identified with the National 
City organization for the last fifteen 
years. The new unit is the ninety- 
first which National City maintains in 
twenty-three countries and will offer 
full banking and investment facilities 
to its clients. 
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Building of the Mexico City branch of the National City Bank of New York. 


Entrance of the National City Bank 
of New York into Mexico is viewed 
as a reflection of the growing impor- 
tance of the country as an industrial 
and agricultural center as well as an 
indication of the better understanding 
existing between the United States and 


Mexican Governments. Other banking 
institutions already established in Mexi- 
co City are the Bank of Mexico, which 
is the Government bank; the National 
Bank of Mexico, a large portion of 
whose capital funds is French; branches 
of the Bank of Montreal and the 





474 


Canadian Bank of Commerce and a 
branch of the Anglo-South American 
Bank. 


BANKERS JOIN INSURAN- 
STOCKS BOARD 


PLANS to recapitalize the American 
Insuranstocks Corporation to permit 
public financing and the entry of some 
of the large financial interests of the 
country into the corporation have been 
announced, according to the American 
Banker. Among those who have agreed 
to serve on the directorate are William 
G. McAdoo, former Secretary of the 
Treasury; William C. Redfield, former 
Secretary of Commerce and now presi- 
dent of the Brooklyn National Bank; 
Herman A. Metz, Walter W. Head, 
president of the State Bank, of Chicago; 
W. Wallace Lyon; Wendell P. Berker: 
T. B. Lyon; Charles $. Wesley; Michael 
H. Cahill, president of Plaza Trust 
Company; William S. Irish of Bank 
of Manhattan Company; Eugene A. 
Widemann, Thomas B. Donaldson and 
Lee J. Wolfe, consulting actuary and 
accountant. 


DETROIT COMPANY ACQUIRES 
FIVE BANKS 


THE Union Commerce Corporation of 
Detroit has announced its merger with 
Keane, Higbie & Co., Detroit brokers, 
and the acquiring of control of the 


Union State Bank and the Bank of 
Commerce of Dearborn; Trenton State 
Bank of Trenton; the Jefferson Savings 
Bank of Grosse Point; and the Stock 
Land Bank of Detroit. The National 
Bank of Commerce, part of the Union 
Commerce group, acquired the Union 
Savings Bank of Brightmoor at the 
same time. 

The authorized capital stock of the 
Union Commerce Corporation was 
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increased from $10,000,000 to $25,000,- 
000, according to Frank W. Blair, 
president. 


HOLDING COMPANY OR- 
GANIZED WITH 34 
BANKS 


A HOLDING company with resources of 
$341,000,000, made up of thirty-four 
units, has been announced by the First 
National Banks of Minneapolis and St. 
Paul. 

Known as the First Bank Stock Cor- 
poration, the holding company will weld 
thirty-four banks in Minnesota, North 
and South Dakota and Montana into a 
centralized system directed from head- 
quarters in the Twin Cities. The new 
concern will take over control of the 
seventeen banks in the First Bank Stock 
Investment Company, organized last 
spring. 

Formation of the mew concern 
brought into the organization four 
banks in Montana, thus assuring definite 
association of the financial and com- 
mercial structure of the Twin Cities 
with the mining industry in the West. 

Some directors of the Montana banks 
will also sit on the board of the new 
holding company. They include John 
D. Ryan, chairman of the board of the 
Anaconda Copper Mining Company; 
C. F. Kelly, president, and L. O. Evans, 
general counsel; James E. Woodward, 
president of the Metals Bank of Butte, 
and Sam Stephenson, head of the Great 
Falls Bank. 

C. T. Jaffray, president of the Soo 
Line Railroad, will head the new or’ 
ganization as chairman of the board, 
while George H. Prince, chairman of 
the First National of St. Paul, is presi 
dent of the First Bank Stock Corpora- 
tion. Directors also include the presi 
dents of the seven leading railroads 
serving the Northwest territory. 





Foreman Banks 
Chicago, to 


( oes ye of the Fore- 
man banks and the State Bank 
of Chicago, to form a $222,000,- 

000 banking group for Chicago, has 
been planned to take place on the 
completion of the new Foreman Na- 
tional Bank Building, which the merged 
banks will occupy. The combined 
bank group will be the third largest 
in Chicago. 

The banks will consolidate on a 
share-for-share basis, with the new 
Foreman National Bank as the principal 
organization of the consolidated group. 
There will be three separate units re- 
sulting from the merger: the Foreman 
National Bank, the Foreman State Bank 
and Trust Company and the Foreman 
National Corporation. Into the first 
named, which will have an invested 


capital of approximately $25,000,000, 


will be concentrated the commercial 
and foreign business of both present 
banks. The trust, savings and mort- 
gage loans business will be segregated 


Leading figures in the Foreman-State bank merger. 


and State Bank, 
Consolidate 


to the Foreman-State Bank and Trust 
Company, which will have an invested 
capital of approximately $5,000,000. 
The recently formed Foreman National 
Corporation will be expended to have 
an invested capital of $8,000,000 and 
take over the entire investment busi- 
ness. The stock of the Foreman-State 
Bank and Trust Company and Fore- 
man National Corporatio:, will be 
owned or trusteed for the benefit of 
the stockholders of the Foreman 
National Bank. 

The combined resources of the merged 
banks as of the date of the last bank 
call, June 29, 1929, totaled $221,780,- 
574 with combined deposits totaling 
$179,673,5 18. 

The executive officers of the new 
institution will be Oscar G. Foreman, 
chairman of the executive committee 
of both banks; Harold E. Foreman, 
chairman of the board of both banks: 
Oscar H. Haugan, vice-chairman of 


both banks; Walter W. Head, presi- 


Left to right: Harold E. Fore- 


man, chairman of both banks; Walter W. Head, president of both banks; Oscar H. 
Haugan, vice-chairman of both banks; Oscar G. Foreman, chairman of executive 
committee of both banks. 
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dent of both banks, and Gerhard Fore- 
man, president of the Foreman National 
Corporation. 

The members of both boards of 
directors will form the new board and 
the officers of both banks will con- 
tinue as officers of the consolidation. 
All employes will be retained by the 
merged institutions. Leroy A. God- 
dard, vice-chairman of the State Bank 
board will continue an active interest 
in the new institution as a member 
of its board of directors. 

In behalf of the State Bank of 
Chicago, Walter W. Head, president 
stated: “When I concluded to leave 
Omaha to accept the presidency of the 
State Bank of Chicago, I little thought 
that further consolidation of other 
Chicago banks was in the making. 
However, almost at once it was appar- 
ent that it would be expedient for the 
State Bank of Chicago to take similar 
action to preserve its relative impor- 
tance in size under the changed con- 
ditions. 


“The State Bank represents growth 
from an original plan, carefully nur- 


tured by Helge A. Haugan, John R. 


Lindgren and associates, the senior 
Haugan being the father of Henry A. 
Haugan, who succeeded his father in 
the conduct of the State Bank until 
his untimely death. 

“When we concluded that the time 
had at last arrived that our bank 
should join interest with another, it 
was logical that Oscar Haugan and I, 
with our associates, should choose the 
Foreman bank, whose history of growth 
without the aid of consolidation was 
identical with ours. 


THE BANKERS MAGAZINE 


“I speak not only for myself, but 
for Mr. Haugan and the other officers 
of the State Bank, when I say that 
the deciding factor in the merger was 
that we knew that officials of the 
Foreman banks would continue the 
traditions of the State Bank of Chicago 
as represented by Mr. Haugan and 
associates. I have known Oscar G. 
Foreman and other members of the 
Foreman family intimately and most 
pleasantly for a great many years. The 
traditions of both banks for over half 
a century have been along identical 
lines. Thus the alliance is a natural 
one. 

“Under these circumstances all of us 
look forward to a most pleasant re- 
lationship with each other. The amal- 
gamation of these institutions offers a 
far greater opportunity for enlarged 
service.” 

Harold E. Foreman stated: “In 
behalf of the Foreman National Bank 
and its affiliated institutions, I heartily 
emphasize Mr. Head’s statement. This 
amalgamation gives Chicago another 
major banking institution to serve the 
growing financial needs of this coun- 
try. It also gives Mr. Head still 
greater opportunity to exert in Chi 
cago those distinguished talents which 
have made him a national figure in the 
banking world and which induced the 
State Bank of Chicago to entice him 
to come here. The officials of the 
Foreman National Bank welcome in 
association all of the directors, all of 
the officers and all of the employes of 
the State Bank of Chicago.” 





Portrait of Alexander Brown and his four sons in the main 
partners’ room. 


New Home of Brown Brothers & Co. 


UCH has been written, of the 

long and honorable career of 

Brown Brothers & Co., but 

Perhaps too little has been said about 

the modern and progressive character 

of the organization which now rests so 

firmly on a background of more than a 
century of continuous business. 


The firm’s new offices at 59 Wall 
street provide an outward expression of 
progress. Adequate equipment is pro- 
vided in favorable surroundings for the 
efficient handling of the large volume of 
present business, in addition to which 
space is available for further physical 
expansion as required. 
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Rotunda from main entrance. 
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Rotunda showing main entrance. 
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View from corridor on main floor, looking toward rotunda. Above doorway is the lintel 
taken from the original 59 Wall Street building. 
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Main floor corridor, in which certain architectural features of the old offices 
have been reproduced. 
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Executives’ room. 





Examples of Recent Bank Building 
Operations 


The First National Bank of Pleasantville, Pleasantville, N. Y., is of cut cast variegated 


stone, in modernized Romanesque design. The bank occupies the ground floor and 


basement with public offices on the second floor. The site is 40 by 85 feet on one 
of the town’s prominent corners. Holmes & Winslow of New York were the archi- 


tects for the structure. 
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Interior of the First National Bank 
of Pleasantville looking toward the 
entrance. 


Interior of the First National Bank 

of Pleasantville, showing the safe 

deposit department. A section is 

provided for fur and silver storage, 

featuring refrigerated fur storage. 

Holmes & Winslow of New York 
were the architects. 





— 
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The main entrance to the new 

building of the First National 

Bank of Pleasantville is of solid 
bronze. 





Rectangular vault door in the 

safe deposit department of the 

First National Bank of Pleasant- 

ville. It was the work of the 

Mosler Safe Company, Hamil- 
ton, Ohio. 
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Night depository installed in the Chinese-American Bank of Honolulu, Hawaii, by 
the York Safe & Lock Co., York, Pa. 
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Special Section of The Bankers Magazine 


SEPTEMBER, 1929 


The Savings Bank and Its 
Practical Work 


The fourth edition of this 530 page volume by William H. Kniffin, former secretary 
Savings Bank Section American Bankers Association, vice-president of the Bank of 
Rockville Centre Trust Company, New York, and author of several authoritative 


books on banking. 


N the vast aggregation of financial 
| literature that has appeared during 

the last half century, the savings 
bank has had but a minor part,” says 
William H. Kniffin in the preface to 
the fourth edition of The Savings Bank 
and Its Practical Work. “The most 


pretentious works have been historical, 
leaving the practical and legal side to be 
covered by papers and addresses and 


court decisions. 

“Some twenty years ago the author 
began to accumulate information on the 
various aspects of savings bank opera- 
tion, which in the course of time as- 
sumed such proportions that a book on 
the subject was warranted. It appeared 
in 1913 under the present title and was 
then, as it is today, the only work on 
practical savings banking in the English 
language. 

_ “There were several obvious errors of 
judgment in the former editions, among 
them being the fact that the book was 
full of statistics, which quickly made it 
obsolete. The text was undignified in 
places, which destroyed its literary 
value. The former defect has been 
quite altogether cured in the present 
edition, and the latter quite as much so. 
Except for changes in the law and in 
internal operation (which are slow of 
development) this work should not be 
greatly affected by the passing of time. 
Much new matter has been added to 
the former text and the entire work 
carefully revised, so that in its present 
form it is hoped that it may fittingly 


(Bankers Publishing Company, $7.50.) 


represent the institution which it aims 
to treat and adequately interpret the 
principles for which it stands.” 

The book covers every phase of the 
organization, operation and management 
of a savings bank, or the savings de- 
partment of a commercial bank. It de- 
scribes the process of preliminary or- 
ganization of the savings bank; the 
board of trustees; the by-laws; the open- 
ing for business; the daily operations, 
etc. 

Its scope may be seen from the fol- 
lowing list of chapter headings: The 
Savings Bank Movement; The Savings 
Bank Movement in the United States; 
The Nature and Functions of Savings 
Banks; The Thrift Habit; The Savings 
Bank a Public Benefactor; The Savings 
Bank as an Institution; Savings Banks 
in the United States; The Organization 
of a Savings Bank; The Management of 
a Savings Bank; The By-Laws; The 
First Deposit; The Bank and Its De- 
positors; Deposits; Withdrawals; Ma- 
chine Accounting in the Savings Bank; 
Miscellaneous Deposits and Drafts; De- 
posits by Check; General Orders and 
Identification; Alteration of Pass Book 
and Transfer of Accounts; The Teller 
and His Cash; The Passing of the De- 
posit Ledger; Posting and Proving; 
Testing Time in the Savings Bank; The 
Dividend, Its Declaration and Com- 
putation; Mortgage Loans and Realty 
Values; Bond Amortization in Theory 
and Practice; Savings Bank Audits; 
Banking Through the Mails; The Ac- 
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Every Bank doing a Savings 
Business Needs this book 


READ THESE CHAPTER 
HEADINGS 


Savings Bank Movement in 


uu S.A. 
Nature and Functions 
Thrift Habit 


Savings Bank as a Public 
Benefactor 


Savings Bank as an Institu- 
tion 

Organization 

Management 

The By-Laws 

First Deposit 

Bank and its Depositors 

Deposits 

Withdrawals 

Machine Accounting 

Misc. Deposits and Drafts 

Deposits by Check 

General Orders and Identifi- 


cation 
Alteration of Pass Book 
Teller and his Cash 
Passing of Deposit Ledger 
Posting and Proving 
Testing Time 
The Dividend 
Mortgage Loans 
Bond Amortization 
Audits 
Banking by Mail 
Account of Deceased Persons 
Lost Pass Books 
Advertising 
Dormant Accounts 
Society Accounts 
School Savings Banks 
Insurance 
Finger Print Identification 
Interest on Loans 
Insolvency 


Operation of Savings Depart- 
ment 


Papen end revised, brought up-to-date 
and with several completely new chapters 
added, The Savings Bank and Its Practical Work 


is now ready in a new edition. 


Machine accounting, a subject unknown when 
the first edition was published in 1913, is dis 
cussed in one of the additional chapters; adver: 
tising the savings bank has been completely re- 
written and a wealth of new material added. 
The problem of school savings banks, which has 
also grown in importance, has been taken up to 
a greater extent than hitherto; and a chapter has 
been added also on the operation of a savings 
department in commercial banks. 


THE SAVINGS BANK 


AND ITS 


PRACTICAL WORK 
By 
WILLIAM H. KNIFFIN 


Read the list of chapter headings listed in the 
column to the left and see how completely Mr. 
Kniffin has covered every phase of savings bank 
organization, operation and management. 


But don’t take our word for all this. Fill out 
the coupon below and examine the book at your 
own desk at our risk and expense. 


USE THIS COUPON 


BANKERS PUBLISHING COMPANY, 
. 71 Murray Street, 

New York, N. Y. ‘ 

You may send me on 5 days’ approval a copy ° 


Kniffin’s THE SAVINGS BANK AND ITS PRACTICAL 
WORK. If I find the book satisfactory I will send er) 
check for $7.50. If not I will return within 5 days © 
receipt. 


BUR GIID  ccccerssceccecccocccescnnsescscscnsensssscsenen 
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counts of Deceased Persons; Advertis- 
ing the Savings Bank; Dormant Ac- 
counts; School Savings Banks; Insurance 
on Mortgaged Premises; Finger Print 
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Identification; Interest on Mortgage 
Loans—Taxes; Insolvency in the Sav- 
ings Bank; The Operation of a Savings 
Department. 


BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


INTERNATIONAL GOLD MovEMENTS. By 
Paul Einzig. New York: The Mac- 
millan Company. 


DISAPPEARANCE of the gold standard 
in most countries during the Great War 
and for some time thereafter, and its 
subsequent general restoration, though 
in some cases in a modified form, lend 
to the discussion of international gold 
movements as the present time more 
than usual interest. Dr. Einzig as foreign 
editor of the Financial News is in close 
contact with the London money market, 
and thus has had exceptional oppor- 
tunity of gaining a practical insight 
into the problems with which he deals. 
That he fully understands his subject 
appears by the clearness with which he 
treats of matters by no means simple in 
themselves. 


In the introductory chapter an ac- 
count is given of the after-war return 
to the gold standard in several coun- 
tries and the effect this had upon the 


supplies of the metal. Gold movements 
are next fully discussed in their causes 
and effects. Other chapters deal with 
gold points, statistics and the future of 
gold movements. “The Post-War Gold 
Standard” is a chapter of special in- 
terest, showing that the gold standard 
of today is not quite the same as it was. 


One of the factors entering into the 
gold movement is the loss of interest 
which shipments of the metal entail. 
Whether this need be considered in all 
cases is thus referred to: 

“It was the Midland Bank's gold im- 
ports from New York in 1928—to 
which reference has been made in pre- 
vious chapters—that first raised the 
question whether it was absolutely nec- 


essary to allow for loss of interest when 
calculating gold points. This question 
did not arise in the past, as gold arbi- 
trage was in the hands of firms which 
financed the transactions either by 
means of borrowed funds, in which 
case they had to pay interest, or by 
means of their own funds which would 
otherwise have earned interest. The 
necessity of including interest among 
the expenses of gold shipments was 
obvious in either case. If, however, a 
commercial bank undertakes gold ship- 
ments, the position is not altogether 
clear. Commercial banks have to keep 
in any case a large idle cash reserve. 
The question is whether gold floating 
on the Atlantic may be regarded as part 
of their cash reserve on which they are 
supposed to earn interest. If the an- 
swer is in the affirmative, commercial 
banks are justified in omitting loss of 
interest when calculating the cost of 
shipment.” 

Perhaps the fact that some of the 
banks have established offices on the 
trans-Atlantic liners may have a bearing 
on this matter. If such offices are 
branches of the bank, gold in their pos- 
session might be considered as in the 
possession of the bank. 

Superfluous movements of gold— 
those due to influences of a seasonal or 
temporary character—are discussed, but 
the author does not look with favor on 
the plan to establish a central gold re- 
serve which would play the part of an 
international clearing-house for gold. 

The appendix to the volume contains 
statistical and other information relat- 
ing to the main subject. 

“International Gold Movements” will 
be found of practical value to banks, 
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especially to those having foreign ex- 
change departments or that are other- 
wise interested in the effects of gold 
transfers from one country to another. 


CENTRAL BANKS: A STUDY OF THE 
CONSTITUTIONS OF BANKS OF ISSUE, 
WITH AN ANALYSIS OF REPRESENTA’ 
TIVE CHARTERS. By C. H. Kisch, 
C. B., and W. A. Elkin. New York: 
The Macmillan Company. 


Just now the policies of central banks, 
including our Federal Reserve banks, 
are being widely discussed, so that 
a book of this character is of timely 
interest and value. It is a study of the 
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constitutions of the banks of issue of 
the various countries of the world) 
with an analysis of their respective! 
charters. Our own central bank, t Pi 
Federal Reserve System, is prominently 
considered. Z 
Of particular value is the opportunity 
which this book affords to compare our! 
banking system with those of the rest 
of the world. Here is assembled i 
convenient form the necessary informa 
tion about the banking systems of other 
countries. 4 
There is a foreword to the volume by 
the Right Hon. Montagu C. Norman, 
D. S. O., Governor of the Bank of 
England. ; 


Coming Bankers’ Conventions 


AMERICAN BANKERS  ASSOCIA- 
TION, San Francisco, September 30-October 
3. Executive manager, F. N. Shepherd, 110 
East 42nd street, New York City. 


ARIZONA BANKERS ASSOCIATION, 
Phoenix, November 8-9. Secretary, Morris 
Goldwater, Prescott. 


ASSOCIATION OF BANK WOMEN, 
San Francisco, September 30 October 3. Head- 
quarters Sir Francis Drake Hotel. 


ASSOCIATION OF RESERVE CITY 
BANKERS, Memphis, Tenn., May, 1930. 


FINANCIAL ADVERTISERS ASSO- 
CIATION, Atlanta, Ga., October 30-Novem- 
ber 2. Executive secretary, Preston E. Reed, 
231 South LaSalle street, Chicago. 


INDIANA BANKERS ASSOCIATION, 
Evansville, September 11-12. Secretary, 
Miss Forba McDaniel, 310 Odd Fellow 
Building, Indianapolis. 


INVESTMENT BANKERS’ ASSOCIA- 
TION OF AMERICA, Quebec, October 12- 
18. Executive vice-president, Alden H. 
Little, 105 South La Salle street, Chicago. 


MASSACHUSETTS SAVINGS BANKS 
ASSOCIATION, Lenox, September 18-20. 
Headquarters, Hotel Aspinwall. Executive 


Manager, Dana S. Sylvester, 80 Federal s ah 
Boston. 


MID-CONTINENT TRUST CONFER: 
ENCE, Detroit, Mich., November 7 and : 
Robert O. Lord, Guardian Trust Company, 


Detroit, general chairman. 


MORTGAGE BANKERS ASSOCI \" 
TION, New Orleans, October 29-31. Secté 
tary. Walter B. Kester, 122 West Ada 

street, Chicago. B 


NATIONAL ASSOCIATION OF SU 
PERVISORS OF STATE BANKS, § 
Francisco, September 24-26. 


NEBRASKA BANKERS’ 
TION, Omaha, November 6-7. Headqu 
ters, Paxton Hotel. Secretary, William B 
Hughes, 908 Woodmen Building, Omahag 


PACIFIC AND ROCKY MOUNT. 
REGIONAL TRUST CONFERENCE, O§ 
den, Utah, September 25-27. : 


SAVINGS BANKS ASSOCIATION @ 
NEW YORK, S. Volendam to a 
Cuba, October 25-November 3. Secret ry 
Paul W. Albright, 110 East 42nd stn 
New York City. ¢ 


WYOMING BANKERS ASSOCIA 
Lander, August 30-31. Secretary, 
Henderson, First Joint Stock Land 
Cheyenne. 


ASSOCIA 








